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fails to quell 
1 calls for rate cut 

The US Commerce Department revised upwards 
its estimate of first-quarter economic growth 
to an annual rate of 2.7 per cent, the best perfor¬ 
mance since President George Bush took office. 
However, many forecasters are worried by more 
. recent evidence that growth is again flagging. 

Remarks from Michael Boskin, chief White 
House economist - to the effect that "sluggish 
growth” was a greater risk than a resurgence 
of inflation - added to pressure on the Fed to 
ease monetary policy. Page 6 

Iran-Contra scandal: The special prosecutor 
in the Iran-Contra scandal has "new and disturbing 
evidence 1 ’ in. his investigations as to whether 
officials at the "highest level of the government" 
broke the law over a 1985 US arms shipment to 
Iran via IsraeL Page 18 
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a last-ditch attempt to prevent the implementation 
of an agreement between the government of Abu 
Dhabi, BCCTs majority shareholder, and its liquida¬ 
tors, which they feel is inadequate. Page 18 

Opal, German subsidiary of General Motors 
of the US; expects a farther drop in profits (tyring 
1992 after a 19 per cent decline in net income 
last year to DMl.lbn (|S87m). The drop reflects 
the shift in business towards export markets 
where margins are lower. Page 19 

James Sfivfibg, British architect, dies: 

' James Stirling, the 
internationally renowned 

■ architect, died suddenly 
yesterday in London. 

• He was awarded a 
knighthood earlier 
. this month, a belated 
recognition in the 
UK of bis status as 
; an architectural giant 
- -. Stirling, a member 
: of the avant-garde 

raucn insmencea oy me.later work of Le Corbusier, 
revelled barhfe. reputation as the enfant terrible. 
ffis Cambridge History Faculty library building 
(l%4^;hecpne a racing point for British ariti- 
modemiaB. (MiiffeSK Page 12 . .. 

Rabin Arm on viofancM Five people - three 
Arabs^aiidtwb;isra^Bs - were killed in the West 
Bank atiA Gasa^trip * pfpB^ting a promise from 
newly tilefetedleader Yitzhak Rabin tb deal harshly 
whh thoee who ^order and incit e ". Page 4 . 

Lasmo, UK oil exploration and production group, 
said thai planned ro property disposals worth 
at least ?200rn wpulimdre than offset the reduction 
in-the anioimt ^sod loom the flotation of Ultramar 
Corporatfiaa, Page lflk ..... - -y 

Anglo Am erfam « Corporntlofi, South Africa's 
largest company, sigittd a ground-breaking labour 
relations deal with the (Rational Union of Btine- 
workers aimed at eliminating violence in the 
mines and the violation of labour and civil rights. 
Page 4 

Mission Energy of the US will head a 
consortium to build the 2.4Q0MW P aiton power 
project in east Java. Indonesia’s decision is a 
rebuff to Intercontinental Electric of the US which 
has been negotiating for at least part of the $3.6bn 
project. Page 6 

Weflcome Trust, UK medical charity, is to 
sell 330m shares in drug company Wellcome in 
next month’s.international tender offer. At the 
closing share price oT 914p - up lp - the offer 
would be worth.£3bn ($5.6bn). Page 19; Lex, Page 18 

Ossetians Mt at 'seti-eutis South Ossetian 
officials condemned a deal between Russia and 
Georgia aimed at ending three years of ethnic 
conflict In the breakaway region. Page 3 

Micfland Bank of the UK is considering buying 
Peru’s Banco Popular, Peru’s lossmaking state- 
owned bank. Page 6 

Ercros, debt-burdened Spanish chemical 
conglomerate controlled by the Kuwait Investment 
Office, edged closer to receivership as talks broke 
down over the sale of a majority stake in its fertil¬ 
iser subsidiary. Page 20 

Brown Shipley, small UK merchant banking 
group, is to be broken up after making an a nn ual 
pre-tax loss erf £27.1m ($50m). The group's holding 
company now consists of stockbroldng and invest¬ 
ment manag ement businesses with a net asset 
value of £l75m. Page 19 

Guangdong, fastest growing province in China, 
plane to expand at an annual rate of 13 per cent 
for the next 20 years in its drive to catch up with 
Asia's other high-growt h economies. Page 4 _ 
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By Robert Uauthner, Diplomatic 
Editor, In London and David 
Buchan in Lisbon 

INTERNATIONAL military 
intervention in Bosnia may be 
considered by the United Nations 
Security Council within the next 
week, if ceasefires in the region 
continue to break down. 

European Community heads of 
government meeting in Lisbon 
today are also expected to 
express their willingness in 
principle to support such Inter¬ 
vention. 


The live permanent Security 
Council members have been hold¬ 
ing Intense consultations over 
the last few days on stepping up 
sanctions against Serbia. 

It is widely expected that, 
within the next week, the council 
will be asked to approve a resolu¬ 
tion which could even go as far 
as providing for International 
military Intervention in Bosnia. 

At talks In London between Mr 
Edward Perkins, US ambassador 
to the UN, and senior Foreign 
Office officials, there was general 
agreement on the need for urgent 


action to stop the slaughter of 
civilians in Bosnia and to allow 
Sarajevo airport to be opened to 
humanitarian-supplies. 

Whether such action would 
include the use of military force 
remains to be decided. But Mr 
James Baker, US secretary of 
state, said this week the US had 
not ruled out participation in 
"some multilateral operation", if 
that should become necessary. 

Since then, officials have indi¬ 
cated that the “permanent five* 
have been talking in terms of 
military intervention if Serb 


Horton is ousted 
as chairman of 
British Petroleum 


By David Lascelles, 

Nonna Cohan and 
Maggie Urry In London 

MR ROBERT HORTON, the 
hhairman and chief executive of 
British Petr oleum, the UK's top 
blue chip company, resigned last 
night in what appeared to be a 
coup by his fellow directors. 

In a sudden announcement 
after the London stock market 
closed, BP said its 16-member 
board had accepted his resigna¬ 
tion “with considerable sadness”. 

But board members also made 
clear that they, were concerned 
about the concentration of power 
in the hands of Mr Horton, one of 
the UK’s most forceful business 
executives. 

- Mr Horton's position is to be 
split between Lord Ashburton, a 
non-executive director, who 
becomes chairman, and Mr David 
Simon, -chief operating offi- . 
cer,.who will take over as group 
chief executive. 

Mr Horton, who is 52 and only 
assumed his position in 1990, 
said: “I have reluctantly con-, 
eluded it is in the best interests 
of BP that I should leave the 
company. I do so in the know¬ 
ledge that BP has a fine team to 
see it through a difficult period, 
which has combined low product 
prices with a depressed chemical 
industry performance. ” 

Last night’s developments 
come at a time when BP is under 
severe financial pressure because 
of the recession and the weak¬ 
ness of the oil price. The com¬ 
pany is going through a £750m-a- 
year cost-cutting exercise which 
is resulting in the loss of hun¬ 
dreds of Jobs. The policy earned 
Mr Horton the soubriquet 


“Hatchet Horton". 

But directors made dear that it 
was problems of personality 
rather than business strategy 
which lay behind the decision to 
replace Mr Horton. 

Lord Ashburton, formerly Sir 
John Baring of Barings, the UK 
merchant hank, said he and fel¬ 
low directors had been increas¬ 
ingly concerned about the way 
BP was being run. 

"We came to the unanimous 
conclusion to discuss with Bob 
Horton the need to make a 
change at the top," he said. He 
said directors believed the gov¬ 
erning structure of BP should be 
changed to split the rale of chair¬ 
man and chief executive, and par- 

■ Lex.Page 18 

■Toughess not enough Page 19 

ticolarly that BP shbuld ^S^' a^ 
full-time chief executive. 

Asked whether Mr Horton’s 
personal style, which has-been 
described as arrogant and abra¬ 
sive, played a role in the board’s 
decision, Lord Ashburton said: 
“We felt the company would be 
better organised if we had a 
change of individual". 

He said there was nothing spe¬ 
cific in Mr Horton's handling of 
the company which had 
prompted the directors to act “It 
was an accumulation of feelings, 
of events, all quite small in them¬ 
selves,” he said. 

Lord Ashburton said that BP 
was fortunate in having in Mr 
Simon “a successor as chief exec¬ 
utive who has wide experience of 
the group." 

He said there was nothing spe¬ 


cific in Mr Horton's handling of 
the company which had 
prompted the directors to act “It 
was ah accumulation of feelings, 
of events, all quite small in them¬ 
selves,” he said 

The non-executives directors’ 
anxieties grew over some 
months. Finally, at a meeting 
earlier this week they confronted 
Mr Horton with the need for 
change. When he saw the posi¬ 
tion, Mr Horton immediately, 
offered to resign. The executive 
directors, who are in a minority, 
supported the changes. 

A fthther board meeting; from 
which Mr Horton was absent, 
took place yesterday afternoon to 
ratify the changes. 

Mr Simon, 52, had previously 
. held positions as chief finanriai 
officer and chief executive of BP 
Off, the group’s exploration and 
production aim. He was also Mr 
HortoB’s cMdf rival for the. top’, 
job ~when it foil vacant in 1960'- 
With the retirement of Sir Peter 
Walters. 

His appointment to the chief 
executive position last night will 
be widely seen in the City as a 
sweet, if belated, victory in that 
earlier contest 

jt was also expected to be a • 
popular choice within BP where 
Mr Horton’s manner had not 
endeared him to staff. The combi¬ 
nation of his dominant personal¬ 
ity and the severe job cuts had 
begun to depress morale. 

But Mr Simon stressed that 
last night's upheaval would not 
result in dramatic changes in 
BP’s business 'direction or in 
wider staff or structural changes. 
“This is about the style of run- 

Continued on Page 18 


UK accuses French trawler 
over ‘unprovoked attack’ 


By Richard Evans in London 

ROYAL NAVY officers yesterday 
boarded a French fishing boat off 
the Isles of Scifly following an 
“unprovoked attack” by French 
trawlermen on Cornish boats 
over disputed fishing rights. 

Mr David Curry, UK fisheries 
minister, told the House of Com- 
mo ns there had been a “violent 
and outrageous" incident, and 
the UK government intended to 
bring sustained pressure on the 
French authorities “to make sure 
their vessels are brought to 
book". 

. The incident, one of several in 
recent months as a bilateral fish¬ 
ing agreement is being drawn up, 
has created anger among the Cor¬ 
nish fishing community and 
some UK MPs, but might not 
develop into a foil-scale diplo¬ 
matic row between London and 
Paris. 

The UK government, while tak¬ 
ing a tough line, clearly does not 
wish to see unnecessary friction 
with France as it takes over the 
European Community presi¬ 
dency, and the French authori¬ 
ties were taking a conciliatory 
line yesterday. 


r-i Larche 
atiocks 
,^v>' St. Uny 



Cornwall 


I. . V~;i; ; 


Mr Carry said Mr Charles Joa- 
selin. French secretary of state 
for the sea with responsibility for 
the fishing industry, had “vigor 
ously condemned" the behaviour 
of the French boats, and had 
pledged a foil investigation fol¬ 
lowed by firm action should the 
allegations be confirmed. 

HMS Brecon, a minehunter and 
fisheries protection vessel, was 
sent to the scene, 16 miles north 
of the Scffly Isles, following a dis¬ 
pute involving three small boats 
from Newlyn in Cornwall and 
two larger French vessels from 
Concaroean in Brittany. 

The Cornish vessels alleged 
that the French deliberately 
ploughed through their nets and 


when the St Uny, one of the New- 
lyn boats, approached one of the 
French vessels, the Larche, to 
advise it on the position of its 
nets, it was pelted with lumps of 
metal and pieces of riiain. 

. A second incident was also 
reported to have taken place 
between the Larche and the St 
Uny. No one was hurt in either 
iwridpnt^ although several thou¬ 
sand pounds of damage was said 
to have been done in the first 
attack to the Cornish boats’ nets. 

' Officers from HMS Brecon later 
boarded the Larche, with the per¬ 
mission of its skipper, to seek 
further information about the 
incidents. They also planned to 
board the St Uny and to remain 
oh patrol to prevent any further 
confrontation. The clashes are 
the culmination of incidents 
going back several years. 

Fishermen’s groups from 
Britain «nd France are on the 
point of reaching agreement on 
fishing rights beyond the six-mile 
territorial limit. The area where 
the incidents took place is being 
divided into “boxes" to prevent 
such clashes happening, but 
details have yet to be final¬ 
ised. 
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militias continue to obstruct UN 
relief operations in Sarajevo and, 
continue to stop relief being sent 
through the city's airport. 

The nine-nation Western Euro¬ 
pean Union might be among 
organisations called upon by the 
UN to supply military forces for 
the region. A newly constituted 
ad hoc group of WEU foreign and 
defence ministry officials is due 
to meet in London today to dis¬ 
cuss contingency plans for the 
despatch of joint militar y units 
to flash-point areas such as 
Yugoslavia. 


WEU ministers agreed in Bonn 
last week to give the organisation 
a genuine military capacity, 
which would enable it to take 
part in international peacekeep¬ 
ing and peacemaking operations. 

However, member countries 
made clear in their so-called 
“Petereberg Declaration” that 
they would participate In peace¬ 
keeping and peacemaking activi¬ 
ties only at the request of other 
international organisations such 
as the UN. Moreover, each mem¬ 
ber state would retain the right 
to refuse to take part. 






AaUay Aoiiwopd 

Robert Horton: ’reluctantly concluded’ he should resign 


Portugal, which currently 
holds the EC presidency and 
which is also a member of the 
WEU organisation, has being 
canvassing the idea of European 
intervention to get aid to 
Sarajevo. 

Officials in Lisbon claim that 
even Britain, which has been the 
most reticent about military 
involvement in Yugoslavia, has 
agreed that a limited operation in 
Sarajevo was militarily feasible. 

Lisbon summit. Page 2 
EC enlargement, Page 18 

De Klerk 
announces 
day of 
mourning 

By Michael Holman and Philip 
Gawith In Johannesburg 

PRESIDENT F.W. de Klerk, in an 
unprecedented response to the 
violence in South Africa, yester¬ 
day declared next Monday's 
funeral of the 42 victims of the 
Boipatong a day of national 
mourning. 

The violence has cost over 
13,000 lives since September 1984. 

Mr de Klerk announced last 
night that the government would 
allow its employees to attend the 
funeral and "related mourning 
services” and called on the pri¬ 
vate sector to do the same. 

In making the announcement, 
Mr de Klerk was in effect doing 
exactly what the African 
National Congress had asked for 
earlier this weds. Although he 
made no mention of the ANCs 
call, Mr de Klerk may nonethe¬ 
less have helped ease tensions on 
what will be an emotional and 
fraught occasion. 

“It is the government's sincere 
prayer that the atrodous events 
at Boipatong will finally cause all 
South Africans to reflect” 

The announcement came at the 
end of day of local and interna¬ 
tional efforts to break the coun¬ 
try’s political impasse. 

Chief Emeka Anyaoku, the 
Commonwealth sec¬ 
retary-general, is expected to 
arrive in Johannesburg by the 
weekend for a meeting with Mr 
de Klerk, while the UN sec¬ 
retary-general, Mr Boutros Bout- 

Continned on Page 18 
Anglo signs Labour code. Page 4 


Ask us to 
invest in you and 
we'll tell you to 
mind your own 
business. 



While many venture capital companies require detailed involvement in the 
running of the companies they invest in, we at CINVen take a slightly differ¬ 


ent view. We only invest in companies or managements who in our opinion, know what 
they're doing. So we do not need to second-guess .management decisions. Once we're 
committed to funding a management buy-out, or providing development capital, we do 
our utmost hot to interfere, although we are always there to help. If you like our approach. 
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_ NEWS: THE LISBON SUMMIT ______ 

A mix of money, members and making decisions 





THE EUROPEAN 
Community s ummi t 
which starts in Lis¬ 
bon today promises 
to be an linusnal 
mix of the predict¬ 
able and unpredict¬ 
able. 


Two things are sure. One is that 
EC leaders will tackle three main 
problems - the shape of Commu¬ 
nity finances for the 1990s, the 
degree to which the EC should be 
run in a more decentralised man¬ 
ner, and the rate of admission of 
new countries. 

The second certainty is that none 
of these problems is ripe for final 
settlement But the Lisbon summit 
looks likely to determine the key 
inter-relationship of all three issues, 
though quite how is this summit's 
most unpredictable element 

Indeed, this trio of big Issues has 
already become linked Into the 


overwhelming question mark 
placed over the Community by the 


agenda, to be discussed first thing 
this morning, not least because Por¬ 
tugal, along with Spain, Ireland and 
Greece, stands to get a further dou¬ 
bling of EC structural aid over the 
next few years under the Commis¬ 
sion's budgetary plans. 

Spain, in particular, has warned ft 
might not ratify Maastricht unless 
it gets a firm pledge at Lisbon of 
sufficient “cohesion" aid. This 
threat is weakened by the fact that 
Denmark’s rejection has already- 
placed Maastricht in danger, but it 


MR POUL Schlnter, Denmark’s 
prime minister, will tell his 11 part¬ 
ners at the Lisbon summit that Ms 


new referendum on the Maastricht 


spending by one third, from 
EcufiSbn (£44bn) this year to 
Ecu83bn in 1997, could be spread 
over two further years. An increase 
in the Community's revenue ceding 
could be similarly stretched out 
oyer the longer period. 

The EC south might swallow this, 
provided Lisbon indicates that any 
scaling down of Mr Defers' spending 
plan would hit policies such as EC 


Treaty, writes Hilary Barnes in 
Copenhagen. 

The electorate rejected the treaty 
in a June 2 referendum. Mr Bjorn 
Westh, from the opposition Social 
Democratic Party, said the referen- 


based on the assumption that farm 
expenditure wQL be brought under 
control by the recent common agri¬ 
cultural policy reform, the one big 
triumph of Portugal's presidency. 
But - Italy nearly derailed this 
reform, by insisting on a big 
increase in its milk quota, in order 
to avoid a fine of as much as 
EcnLSbn for massive over-produc¬ 
tion of milk. Italy has carried its. 
demand to Lisbon. 

• Subsidiarity. In the wake of Den¬ 
mark’s rejection of Maastricht, Mr 
Deltas his readily seconded the 
insistence by German chancellor 
Helmut Kohl and UK prime minis- 


dnm result was binding and could 
not simply be reversed. 

The consequences of the referen¬ 
dum rebuff are not on the agenda 
in Lisbon, but Mr Schlnter said he 
expects to Hfopngf the matter. 


ter John Major that the issue of 
Brussels’ giving national govern¬ 
ments more role in administering 
EC rules should get a thorough air¬ 
ing at Lisbon. 

The EC leaders will first want to 
hear from Mr Delors on this. He is 
increasingly making the link 
between Community policy ambi¬ 
tions and subsidiarity in the area of 
EC research. The Commission presi¬ 
dent this week admitted his disap¬ 
pointment that most states oppose 
his plan to boost EC industry's 
International competitiveness 
through expanded EC-wide 
research. Poorer states feel they do 


cannot be ignored. Mr Jacques 
Delors, the commission president, 
has already sought to bridge the 
EC's north-south gap by this week 
conceding that his plan to raise EC 


research programmes rather than 
cohesion aid. 

But the volatility of EC spending- 
will be underlined by discussion at 
Lisbon of Italy’s milk quota prob¬ 
lem. Future EC spending plans are 


uphill struggle to ratify Its Maas¬ 
tricht union treaty. 

• F inancing . The Portuguese presi- parliament's powerful market 
deucy has put this at the top of (he ' affairs committee fa as ruled out a 


not have the high-tech companies to 
benefit, while some richer coun¬ 
tries. such as Germany and the UK. 
are ideologically inclined against 
more public interventionism. 

What lies behind fair Delors’ con¬ 
troversial suggestion of subsidiarity 
in the control of state aid is his 
fpiling that. If the Community will 
not help its industry more, then it 
must leave individual governments 
freer to do so. With the commission 
poised, for instance, to approve next 
week FFrfMSbn <£670m) in French 
state to Bull. France’s publicly 
owned computer company, this line 
of Mr Delors may give leaders such 
as Mr Major pause about subsidiar¬ 
ity. 

• Enlargement. The Maastricht 
summit last December Instructed 
the commission to report on the 
overall implications of enlargement 
- accepting new member states. 
The Danish rejection of Maastricht 


iriUwri earlier commission ideas that 
major institutional reform - going 
beyond anything in the Maastricht 
pact - must accompany enlarge¬ 
ment But the final version of the 
commission paper says “the new 
treaty [Maastricht! must be rati¬ 
fied” before entry negotiations can 
start with Austria, Finland, Sweden 
and Switzerland. ^ 

This pre-condition is likely to get 
pricing from virtually all leaders, 
but not Mr Major. Much of the divi¬ 
sion here turns on which is the brat 
tactic for prompting the Danes into 
second thoughts on Maastricht — to 
hold their desire for enlargement 0 
hostage to foil treaty ratification or 
(as the UK believes) to let fellow 
Nordics lead them into the new 
European union. By contrast, all 
leaders are agreed that other appli¬ 
cants for EC membership - Turkey, 
Cyprus and Malta - must be left in 
the waiting room. 


Major defies 
critics to 
back Delors 


By Philip Stephens, 

Political Editor 

MR John Major, the British 
prime minister, yesterday 
openly challenged Euro-scep¬ 
tics within his own Conserva¬ 
tive party by confirming his 
government’s support for a 
two-year extension of Mr Jac¬ 
ques Delors' term as president 
of the European Commission. 

The decision, endorsed by 
hiG cabinet before Mr Mafor 
flew to Lisbon for today’s open¬ 
ing of a two-day European 
Community summit, was fol¬ 
lowed by an emphatic pledge 
by the prime minister that the 
government intended to ratify 
the Maastricht treaty on Euro¬ 
pean union. 

But in an attempt to isolate 
party critics, the so-called 
Euro-sceptics, ministers again 
emphasised that the govern¬ 
ment would use its forthcom¬ 
ing six-month presidency of 
the EC to rein back the com¬ 
mission's powers. 

Mr Tristan Garel-Jones, the 
Foreign Office minister respon¬ 
sible for Europe, said the prior¬ 
ity of the presidency would be 
to give substance to the con¬ 
cept of subsidiarity. 

Mr Major intends to press 
the summit for a declaration 
giving the Commission and the 
presidency a mandate for that 
goal He will also seek a com¬ 
mitment by EC leaders to final¬ 
ise during the next six months 
a negotiating stance with the 


countries in the European Free 
Trade Association (Efta) on 
their applications for member¬ 
ship. 

fair Major told the House of 
Commons he had no intention 
of “compromising” the Maas¬ 
tricht agreements on political 
and monetary union. 

He reminded Euro-seep tics 
they had been elected on a 
manifesto pledge to implement 
the treaties, adding: *T have no 
intention of breaking the word 
of the British govern¬ 
ment .. neither do l have any 
intention of compromising 
what we agreed on that occa¬ 
sion and wrecking this coun¬ 
try’s reputation for plain deal¬ 
ing, honest dealing and good 
faith.” 

The rebels, however, insisted 
that they were still intent on 
wrecking the legislation 
needed to ratify the treaty 
when it returns to the com¬ 
mons later this year. Mr John 
Smith, the prospective leader 
of the opposition Labour party, 
has indicated that the party 
was also likely to support 
attempts to prolong indefi¬ 
nitely debate on the legisla¬ 
tion. 

Downing Street said that the 
decision, to back a two-year 
extension of Mr-Delors' term 
came after a brief cabinet dis¬ 
cussion. Ministers agreed that, 
with no other candidate for the 
job, opposition to fair Delors 
would have been what one 
called a “futile gesture". 


Brittan acts tough 
over competition 
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Summit security: an officer checks documents ahead of today’s meeting of EC leaders 


Working time directive 
will affect UK the most 


HOW HARD EUROPE WORKS 

Country 

Max hours 
(cusdiKlliig overtime) 

Min. holiday ^ 

UK 

Belgium 

Denmark 

France 

Germany 

Greece 

Ireland 

Italy 

Luxembourg 
Netherlands 
Portugal 
(office workers) 
Spain 

none 

42 

none 

39 

48 

48 

none 

48 

40 

48 

48 

42 

40 

none 

4 weeks 

30 days 

30 days 

18 days 

4 weeks 

3 weeks 

none 

25 days 

4 weeks 

21 days 

21 days 

30 days 



By David Goodhart, 

Labour Editor 

THE European Community’s 
working time directive, now 
limping towards the EC statute 
book, will have only a mar¬ 
ginal effect on working tfma in 
most EC countries. But, even¬ 
tually, it could come to be seen 
as a watershed in UK indus¬ 
trial relations. 

Bri tain , and to a lesser 
extent Ireland and Denmark, 
will for the first time have to 
introduce statutory minimum 
employment rights covering 
the working week, annual holi¬ 
days, night shifts and mini¬ 
mum daily rest periods. 

The UK government has suc¬ 
ceeded in stripping out what it 
found most objectionable, and 
UK and European employers' 
bodies have generally wel¬ 
comed the outcome for a direc¬ 
tive that most of them opposed 
in principle. Equally, the trade 
union vision of a net of basic 
Europe-wide minimum stan¬ 
dards at work baa edged for¬ 
ward enough for Mr Norman 
Willis, president of the Euro¬ 
pean Trades Union Congress, 
to hail the agreement as a 
“major step". 

The most critical response 
came from the UK Institute of 
Directors which said: “We have 
conceded to the EC tile right to 
lay down Britain’s labour laws. 
This deal opens the door for. 
the many other social and 
employment measures which 
the EC has lined up.” 

In fact, the EC has already 
laid down labour laws relating 
to mobility, health and safety, 
and written contracts of 
employment, among other 
things, and after the exhaust¬ 
ing dispute over the working 
time directive there is unlikely 
to be a rush into further legis¬ 
lation. 

Indeed, the working time 
directive itself has still not 


been passed. There is an 
“understanding" between the 
12 employment ministers cov¬ 
ering most important aspects 
of the directive but a dispute 
between the French and Ger¬ 
man governments has held up 
a final deal, probably until 
December. A further three 
years then elapse before the 
directive becomes law. Several 
categories of worker, such as 
the self-employed, and some 
industries, such as transport, 
are indefinitely exempted. 

In the UK, most attention, 
has been focused on the pro¬ 
posed 48-hour limit on the 
working week - averaged over 
at least, three months - and 
the suggestion that Sunday 
should “in principle" be the 
day of rest. 

The Sunday proposal has 
been diluted and the UK has 
won a special exemption allow¬ 
ing overtime over 48 hours pro¬ 
vided it is voluntary. Britain 
will, however, have to provide 
legal protection for workers 
who do not want to work more 
than 48 hours a week, and 
employers may have to keep 
additional working time 
records. 

The other 11 countries - 
where employees will not be 


allowed to work over 48 hours 
- will only have to make 
small changes to present 
arrangements. As the table 
shows, most of the 11 already 
have weekly or daily limits. 
When overtime, itself a 
restricted, is added, some 
employees in those countries 
do currently breach the 48 
hour limit by a few hours. 

The other important propos¬ 
als in the directive are: mini¬ 
mum three weeks’ paid holiday 
rising to four weeks in 1999; an 
eight-hour limit on night 
shifts; an 21 -hour minimum 
daily rest period and 35 hours’ 
consecutive rest once a week. 

All the above - except for 
the holiday proposal ~ are 
subject to revision if employers 
and employees agree at local or 
national level. 

The holiday legislation will 
affect Germany which has a 
m i ni mum of 18 days; Greece, 
where there is no paid holiday 
for the first year; Ireland 
which has three weeks and . 
Italy which has no minimum. 

But UK employers will be most 
affected. The Low Pay Unit 
estimates that L3m employees 
have no paid leave at all and 
3m have less than four weeks. 

All in a year’s work, Page 11 


By Andrew HIU In Brussels 

SIR Leon Brittan, the EC 
competition commissioner, yes¬ 
terday made clear that Brus¬ 
sels would be giving up none of 
its current powers over compe¬ 
tition to satisfy calls for lighter 
Commission involvement in 
member states' affairs. 

In a speech in Bonn, Sir Leon 
held up Commission competi¬ 
tion policy as a prime example 
of subsidiarity in action. Eds 
speech follows hard on the 
heels of comments by Mr Jac¬ 
ques Delors, the Commission 
president, on Wednesday 
which suggested that the prin¬ 
ciple could be applied more 
widely to "competition and 
state aids rules". 

Sir Leon underlined that 
existing Commission practice 
when dealing with state aid, 
mergers, cartels and alleged 
abuses of a dominant position 
already provided for national 
action where appropriate. 

He reminded his audience 
that the Commission had 
recently devolved to member 
states the responsibility for 
investigating many subsidies 
to small and medium-sized 
companies. He said he was 
planning to clarify the role of 
national courts in applying EC 
competition law. 



Kohl: refused to give blessing 
to the deal agreed by states 


EC leaders head for ‘the bunker’ 


SUMMIT AGENDA 

TODAY: 

0830 gmt European Parliament President Egon 
Kiepsch meets EC leaders 
0900 Summit opens. Delors II budget package 
1230 Lunch at AJuda Palace given by Portuguese 
President Mario Soares 

1430 Strategy for enlargement of Community, rela¬ 
tions with central and eastern Europe, report by EC 
Commission President Jacques Delors on subsi¬ 
diarity, progress report on single market 
1930 Portuguese Prime Minister Anlbal Cavaco 
Silva hosts dinner at Queluz Palace for EC leaders 
to discuss situation in Yugoslavia, re-appointment 
of Delors, sites of new EC institutions, and possibly 
state of GATT talks. 

Foreign ministers hold separate dinner to discuss 
future common foreign and security policy. Middle 
East relations with Maghreb, and July summit of 
the Conference on Security and Cooperation in 
Europe. 

TOMORROW: 

0815 Negotiations on summit communique. 

1200 Working lunch. No fixed close for talks. 


But he was adamant about 
which authority should exam¬ 
ine state aid which might dis¬ 
tort competition across the 
Community. “No country can 
police itself; and yet policing is 
dearly essential if a true com¬ 
mon market is to exist, ” he 
said. “The way to apply the 
principle of subsidiarity in this 
area is not for the Commission 
to absolve itself from its 
responsibility." 

“It is true that the thresholds 
[above which mergers are auto¬ 
matically examined in Brus¬ 
sels] are too high at present to 
include In the Community’s 
jurisdiction all concentrations 
having Community-wide 
effects,” he said. Competition 
officials are examining 
whether the threshold level 
should be lowered when it 
comes up for review next year. 

Sir Leon also repeated his 
view that anti-competitive 
mergers with an effect an the 
world market should be cov¬ 
ered by new rules under the 
General Agreement on Tariffs 
and Trade (Gatt). 

"Just as a single member 
state may not always be able to 
deal effectively with competi¬ 
tion-distorting practices, the 
Community itself is sometimes 
too small to do so,” he said. 


By Patrick Blum In Lisbon 

AT LAST, the Centro Cultural 
de Bel6m, known as CCB or 
less charitably as "the bun¬ 
ker", has found its true voca¬ 
tion as the building hosting the 
Lisbon summit. 

Squatting on the banks of 
the Tagus river on the out¬ 
skirts of Lisbon, the conference 
centre was built at a cost of 
about $ 222 m as the showpiece 
of Portugal’s six-month EC 
presidency. The sprawling set 
of low, pinkish buildings con¬ 
trasts starkly with the elegant 
Jerdnimos monastery across 
the road. 

But striking a blow for ele¬ 
gance was not the objective of 
the CCB. 

Security considerations 
ensured there would be few 
windows on the sunnier south¬ 
facing riverside: terrorists 
would find It hard to take a pot 
shot while bobbing up and 
down on the river. But the Por¬ 
tuguese authorities are not 
taking any chances. Naval 
boats patrol the river and 
heavily armed police, including 
special anti-terrorist units, are 


part of a 2 , 000 -strong security 
task force put together to 
ensure nothing spoils the occa¬ 
sion. 

It is an easier task for the 
police than the nightmare of 
ensuring the safety of more 
than 70 ministers during a 


meeting in May to discuss aid 
to the former Soviet Union. 
Only President Francois Mit¬ 
terrand of France enjoys the 
outstanding view to the river, 
with a corner office that also 
overlooks the gardens at the 
front of the building. 


“It’s the best room, but that’s 
only because he's head of state 
- the others are just prime 
ministers, but they’ve all got 
nice views over the gardens," 
said one official. 

Whether by chance or 
choice, the office of Mr Anfbal 
Cavaco Silva, the Portuguese 
prime minister, looks onto the 
16th century monastery, 
enabling him to reflect on the 
passage of time and on how 
quickly Portugal's moment in 
the sun at the helm of the EC 
presidency has gone by. 

In central Lisbon, traffic has 
become even more chaotic 
than usual, as streets have 
been barred to traffic near the 
two hotels where delegations 
stay, except for Mr Mitterrand 
who is breaking ranks by stay¬ 
ing at the French ambassador’s 
residence. 

The Lisbon s ummi t may not 
be as dramatic as that of Maas¬ 
tricht, but Portuguese enthusi¬ 
asm ensures a party atmo¬ 
sphere. The only cloud arises 
from customs workers, who 
have been striking against dis¬ 
mantling of EC borders and the 
prospect of losing their jobs. 


Maternity pay 
plan in doubt 

By Diane Summers, 

Labour Staff 


PROPOSALS to give women 
throughout the European 
Community a mmrmnm stan¬ 
dard of paid maternity leave 
face an uncertain future fol¬ 
lowing the Council of Minis¬ 
ters meeting in Luxembourg 
on Wednesday. 

The European parliament 
had previously voted in favour 
of women having at least 14 
weeks' maternity leave on 80 
per cent of their pay - a mea¬ 
sure also backed by the Euro¬ 
pean Commission. 

However, some countries 
within the Council of Minis¬ 
ters, including the UK, argued 
the level was too high and a 
compromise was reached at 
the end of last year giving a 
level of pay equivalent to each 
country's stek pay provision. 

Italy decided on Wednesday 
that this position was unac¬ 
ceptable and wants, instead, to 
adopt the higher payments put 
forward by the European par¬ 
liament 


German states announce compromise on Maastricht 


By Quentin Peel In Bom 

LEADERS of Germany’s 16 federal 
states yesterday claimed to have bro¬ 
ken the deadlock in their negotiations 
with the government over ratification 
of the Maastricht treaty on European 
union. 

A compromise agreed with constitu¬ 
tional experts from the main political 
parties would provide the states with 
a significant increase in their power 
to control any future transfer of sov¬ 
ereignty to Brussels. 

However, Chancellor Helmut Kohl 
last night refused to give the deal his 
final blessing, pending dose analysis 
by the government’s own legal advis¬ 
ers. He is also conscious of deep anxi¬ 


ety amongst his own foreign policy 
advisers, and in the German Foreign 
Ministry, that the agreement could 
severely limit the government’s room 
for manoeuvre in future EC negotia¬ 
tions. 

Key to fhe agreement is a new 
danse in the German constitution, to 
replace the existing clause on German 
reunification, made redundant by the 
events of the past two years. 

The text worked out by the const!-, 
rational experts, and due to be pres¬ 
ented to the full constitutional com¬ 
mittee of the two houses of 
parliament today, includes a formal 
commitment to the goal of European 
union. That is defined as based mi 
democracy, the rule of law, ami the 


social and federal principles underly¬ 
ing the German constitution - as well 
as the principle of subsidiarity. 

The Bundesrat - the upper house 
of the German parliament in which 
the 16 states are directly represented 
- will in future have an effective veto 
on any further transfer of sovereignty 
which is not seen in Germany as 
matching those preconditions. That 
would almost certainly mean an insis¬ 
tence that any future EC reforms 
must include very substantial 
strengthening in the powers of the 
European parliament, in order to 
ensure democratic control. 

The key point still at issue between 
the German government and the 
states Is the question of involvement 


in on-going EC decision-making. They 
agree that the states can In future 
nominate an alternative representa¬ 
tive in EC negotiations for matters 
which are their exclusive responsibil¬ 
ity. A new form of words requires the 
government “to take substantial 
account of the opinion of the Bundes- 
ra t" if E C negotiations affect the 
interests of the states. That suggests 
that not only exclusive interests of 
the states would be involved, but also 
for example EC budget negotiations, 
which affect them indirectly. 

The interests of the central govern¬ 
ment are supposed to be protected by 
the proviso that its responsibility as 
sole representative of the entire coun¬ 
try must still be preserved. 


Mr Hans Eicbel, the prime minister 
of Hesse, said last night that the com¬ 
promise represented the furthest the 
states were prepared to move in 
restricting their involvement in sc 
negotiations. 

Mr Max Streibl. the conservative 
prime minister of Bavaria, went fur¬ 
ther in warning that if the govern¬ 
ment did not agree, the issue was one 
on which he was prepared to vote 
against ratification of the Maastricht 
treaty. 

However, Mr Friedrich Bohl, the 
minister of state in Mr Kohl's office, 
said that the government could not 
agree until the entire text had been 
exhaustively investigated by const!tu- , 
tional advisers. 


Dutch MPs 
pass treaty 

By Ronald van de Krot In 
Amsterdam 


THE lower house of the Dutch 
parliament yesterday voted to 
ratify the Schengen treaty chi 
eli mi n atin g border controls in 
the heart of the European 0 
Community. ^ 

The treaty removes border 
controls between eight of the 
12 EC states. 

To take effect all five origi¬ 
nal signatories - France, Ger¬ 
many, Belgium, Luxembourg 
and the Netherlands - must 
ratify it 

The Dutch vote of 123 in 
favour and 23 against, the 
treaty in the 150-seat lower 
chamber brings to an end a 
prolonged and sometimes hotly 
engaged debate on its future. 
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Serbs agree to halt shelling of Sarajevo civilians 


* Ctto. *• 


■• r-- ■ r®ssi •£. 

*•* r-c-. L •** a* ■‘ 

1 r ectivt 


By Laura Stfber ln Belgrade 

SERB FORCES besieging Sarajevo 
yesterday announced they would 
halt the bombardment of civilian 
targets in the Bosnian capital as 
they launch^ an offensive in other 
parts of the republic. 

General Lewis MacKenzip. the 
commander of United Nations forces 
in Sara}evo, saW Mr Radovan Karad¬ 
zic, a Sea* leader from Bosnia, had 
agreed to relocate heavy artillery 
guns to allow UN forces to resume 
work on opening the airport for 
relief flights. 

As Radio Sarajevo reported con¬ 
tinuing attacks- on parts of the city, 
diplomats based In Belgrade were 


sceptical that the agreement would 
hold. However, one diplomat said it 
might “indicate that the Serbs have 
. decided to put the train on a differ¬ 
ent track to lock in territorial g 3 *"* 
by exchanging land for peace". But 
Gen MacKenzie, reached by tele¬ 
phone in Sarajevo, warned: “If the 
initiative failed because of Serb 
actions it would have a serious 
impact on their credibility.'' 

He declined to comment on how 
far the artillery, which has 
destroyed much of Sarajevo, would 
be moved from the beleaguered capi¬ 
tal He said two separate UN teams, 
which have no contact with each 
other, were working with the mainly 
Moslem Bosnian forces and the Serb 


forces on plans to relocate the weap¬ 
onry. Serb leaders yesterday did not 
elaborate on what constituted a 
civilian target. 

Gen Mackenzie said the agreement 
could pave the way for reopening 
the airport for emergency aid to 
relieve some 300,000 people trapped 
in Sarajevo with little food and 
chronic shortages of water and dec- 
tricity. 

Meanwhile, Mr Haris Sflajdzic, the 
Bosnian foreign minister, said yes¬ 
terday that he- was less optimistic 
about peace in his country following 
a meeting between the European 
Co mmuni ty mediator. Lord Carring¬ 
ton, and Yugoslav leaders, Beater 
reports from Strasbourg. Mr 


Silajdzlc told reporters his hopes had 
lessened because President Slobodan 
Milosevic of Serbia had turned down 
Lord Carrington's proposal that Bel¬ 
grade should recognise Bosnia-Her- 
cegovina, which declared indepen¬ 
dence earlier this year. 

“2 understand that a certain pro¬ 
posal was put to Mr Milosevic to 
recognise Bosnia-Hercegovina, 
which he refused. I frankly see no 
progress," he said. 

Lord Carrington held separate 
talks with Mr Milosevic. Croatia'* 
President Franjo Tudjman and Mr 
Silajdzlc in an attempt to stop the 
siege of Sarajevo by Serb irregulars 
and bring aid to the starving popula¬ 
tion. 


In Strasbourg, Mr Milosevic said 
he had been pressed by Lord Car¬ 
rington to recognise Bosnia, but had 
replied that thta was a rnatt pr for the 
new Yugoslav federation consisting 
of Serbia and Montenegro to 

“It boils down to one question,” 
Mr Silajdzlc said. “Is Europe and the 
.world prepared to watch this car¬ 
nage go on?" 

Judy Dempsey adds from Belgrade: 
The Serbian authorities have asked 
the UN to unfreeze some of the 
republic’s assets held abroad in 
order to meet debt repayments 
which Call due this year, anmi-dbig 
.to hank officials in Belgrade. 

*111686 reserves, which total $ 2 bn, 
include the federal reserves, which 


amount to $l-5bn, and commercial 
bank reserves, which total $500m. A 
small undisclosed sum is held in 
Belgrade. 

Mr Gavrilo Dedovic. head of the 
international division of the 
National Bank of Yugoslavia, said 
the federal authorities of the rump 
Yugoslavia had written to the UN 
sanctions committee, asking it to 
recommend the Security Council 
to release its hard currency 
reserves held in hanks outside 
the country. They have received 
no reply. 

“We want to honour all our debt 
repayments this year," Mr Dedovic 
said. “We do not want to renege on 
any of these commitments." 


' : Abortion revolt 

re ctiv( divides German 
e mo* ruling party 
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By Quentin Peel In Bono 

MRS Rita Stissmuth, the 
president of the German Bund- 
W . estag, yesterday led a revolt of 
liberal Christian Democrats 
against Chancellor Helmut 
Kohl's ruling party in an emo¬ 
tional debate over the relax¬ 
ation of Germany's strict anti- 
abortion laws. 

In spite of bitter criticism 
from other members of Ger¬ 
many’s ruling coalition, and a 
demand for her resignation 
from Mr Theo Waigel, leader of 
the overwhelmingly Roman 
Catholic and conservative 
Christian Social Union (CSU). 
Mrs Sflssmuth delivered a pas¬ 
sionate plea for the rights of 
German women to decide the 
question for themselves. 

Her- support for a liberal 
amendment tabled by the oppo¬ 
sition Social Democrats (SPD) 
and the Free Democrats, 
minority partners in the gov- 
W eminent, was the key moment 
in a day-long debate in the 
Bundestag, marking the culmi¬ 
nation of two years of agonis¬ 
ing over the divisive abortion 
issue. 

At state is the law in the 
united Germany, which has to 
reconcile the situation of vir¬ 
tual abortlon-on-demand prac¬ 
tised in the former East Ger¬ 
many, and the. much more 
restrictive West German regu¬ 
lation. 

Backed by the full might of 
Germany's Roman Catholic 
bishops, who condemned the 
amendment as- a “licence to 
Jail", a clear majority of the 
Christian Democrats (CDU) 
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and CSU argued for the “pro¬ 
tection of the unborn child" 

- leaving abortion as a crime 
unless approved by a doctor. 
Their proposal would require 
precise justification of any 
abortion on physiological or 
psychological grounds. 

The alternative would simply 
require doctors to give formal 
advice on the consequences of 
abortion to any prospective , 
mother seeking to terminate 
her pregnancy. 

“Nobody can save the life of 
a child against the mother’s , 
wiD," Mrs Sdssmutb declared, 
to a storm of applause from the 
opposition benches. “We must 
think of both the protection of 
the unborn life, and of the 
mother... We must stop saying 
that women are incapable of 
taking their own decisions. No 
one can take away from the 
woman herself the final deci¬ 
sion." 

More than 100 speakers in 
the parliament were hilled to 
take part In the debate, which 
was broadcast live on televi¬ 
sion throughout the day. A 
narrow majority in favour of 
the compromise amendment 
from the SPD and FDP was 
expected, thanks to the defec¬ 
tion of Mrs Siissmufh and up 
to 30 Christian Democrats, 
many of them from the former 
-East Germany. 

Although the vote was 
declared a free vote by the 
main political parties, the split 
in the Christian Democrats is 
another embarrassment for 
Chancellor Helmut Kohl, at a 
time of shaky popularity for 
his coalition government 


The Black Sea eleven: Regional leaders pose in 
Istanbul yesterday after their economic co-operation 
summit (from left) Moldova’s Mircea Soegur, 


Ukraine’s Leonid Kravchuk, Georgia's Edouard 
Shevardnadze, Armenia’s Lev Ter-Petrossian, . 
Russia's Boris Yeltsin, Romania’s Ion Hiescu, 


Turkey's Suleyman D emir el, Bulgaria's Zhelyn 
Zhelev, Albania’s Sali Berisha, Greece’s Constantine 
Mitsotalds and Azerbaijan’s Abuifaz Elchibey 


BLACK SEA AREA LEADERS SIGN ECONOMIC AGREEMENT 


TURKEY and eight Conner communist 
states of the Black Sea region joined 
Greece and Albania in Istanbul yester¬ 
day to sign a framework economic 
agreement in an attempt to revive 
trade relations stalled since the col¬ 
lapse of the Soviet Union, John Murray 
Brown reports from Istanbul. A call 
was made for "effective mpchaninwut to 
achieve a higher degree of economic 
co-operation" in areas such as trans- 

Ossetians attack 
Russian ‘sell-out 5 

SOUTH Ossetian officials 
yesterday roundly condemned 
a deal between Russia and 
Georgia aimed at aiding three 
years of ethnic conflict In the 
rebel region, Reuter reports 
from Moscow. 

“This Is an attempt by Rus¬ 
sia to sell us out to Georgia,” 
said South Ossetia’s visiting 
foreign minister, Mr Urizmag 
Dzhioyev. The conflict has 
caused the deaths of hundreds 
of people. 

He was speaking outside the 

Thurtan pnrTiamwnt a day after 

a meeting of Russian, Geor¬ 
gian and Ossetian leaders. 


port, telecommunications, infrastruc¬ 
ture and environment. The summit 
grouped Turkey, six former Soviet 
republics (Russia, Ukraine, Georgia, 
Moldova. Azerbaijan, Armenia) and 
Romania, Bulgaria, Greece and 
Albania. A Turkish official said the 11 
countries would “probably" establish a 
bank on the lines of the European 
Development Bank or the World Bank. 
However, the joint declaration fell 


short of practical proposals. 

Member countries seemed just as 
intent to emphasise the need for politi¬ 
cal solutions to the region’s ethnic 
problems. Georgia’s president, Mr 
Eduard Shevardnadze, warned that the 
Black Sea project could prove “still¬ 
born” unless the region’s security were 
guaranteed. 

The idea of Black Sea co-operation 
was conceived by Turkey's President 


Turgut Ozal, partly in response to his 
country’s unsuccessful attempt to win 
EC membership. Turkey’s view of the 
Black See has expanded to incorporate 
the region between the Balkans and 
the Caucasus to accommodate Greece 
and Albania. President Ozal was a 
notable ah e ento e yesterday, following 
disagreement with his prime minister, 
Mr Suleyman Demirel, on who should 
sign the a g ree m ent. 


Drug money 
launderers 
find new 
routes 

By Ian Rodger in Lugano 

THE volume of laundered drug 
money, estimated at $85bn 
(£46bn) in the US and Europe 
four years ago. has remained 
high in spite of the efforts of a 
task force set up to combat it 
by the leading industrialised 
nations at their 1989 economic 
summit. 

“I cannot tmag rnp that the 
figure has dropped since we 
started." Mr Alexis Lauten- 
berg, a Swiss foreign ministry 
official, said yesterday. Mr 
Lautenberg, who has chaired 
the task force in the past year, 
said that even though many 
countries, including Switzer¬ 
land, had introduced measures 
to prevent drug money laun¬ 
dering, the activity had merely 
shifted “geographically and 
institutionally". 

Money launderers were mov¬ 
ing to eastern European and 
for eastern countries and using 
unregulated institutions and 
more circuitous paths. 

The report also revealed that 
many of the 27 governments 
participating in the task force 
had not yet implemented many 
of its recommendations, espe¬ 
cially those requiring legal 
action. Only 10 have ratified 
the 1988 Vienna Convention 
criminalising drug money 

lflimitor ln g 

Progress will be accelerated 
next year when member coun¬ 
tries of the European Commu¬ 
nity and European Economic 
Area will have to comply with 
the EC money laundering 
directive. It will oblige all 
financial institutions to know 
the identity of their customers, 
to keep full records and to 
report any suspicious transac¬ 
tions to the authorities. 
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International businesses and individual investors 
worldwide have iou iid the advan tages offered by Malta 
- . . J: - to be highly attractive. 

M A -perfect location M Measurably low er, operating costs 
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U Highly educated, English speaking workforce W Security 

• and wore... 



Goodbye old mainframe computer! - 
Industry leaders have already decided: 
they’re going to £aster/s mailer/less expensive 
computers based on open systems standards. 
And Data General is leading the way! 

Our AViiON® Systems can give you 117 MIPS 
of mainframe power In a compact size with a 
downsized starting price of under £100,000! 
Unbelievable, you say? Believe it, we say! 

Here’s what AVtiON can mean to your business: 
I* Increased savings because AViiON costs 
millions less than tradftfodal mainframes— 
plus you save on maintenance, software 
and power, etc. 


If Increased productivity because AViiON allows 
your different computers to work together 
as a corporate resource. 

I» Increased information storage capacity and 
security thanks to the availability of 
AViiON’s fault tolerant disk anay. 
tr Increased and immediate “mainframe class" 
pe rf or m ance using the leading databases, 
business applications and communications software. 
Ir Increased envy from your competitors because you 
took advantage of open systems for a competitive edge. 
.Data General AViiON Systems. 

That’s where the world Is going. 

And we want to take you with us. 


For more information please contact: 

Malta International Business Authority 

Palazzo spinola, P.O. Box St Julians 29, Malta. 

Tel: (+356) 344230 Fax: (+356) 344334 Telex: 1692 MIBA MW 


For your Free 
Guide to 
Downsizing 
telephone 
081-7581111 
or fax this 
coupon to 

081*758 6758 
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Anglo signs 
breakthrough 
labour code 


By Philip Gawith In 
Johannesburg 


ANGLO AMERICAN 
Corporation, South Africa's 
largest company, has signed a 
ground-breaking labour rela¬ 
tions agreement with the 
National Union of Mine work¬ 
ers (NUM). 

The code of conduct accord 
is one of the most signi fi cant 
developments in South African 
labour relations since the legal¬ 
isation of black trade unions in 
1979. The code, the first of its 
kind In the industry. Is aimed 
at eliminating violence in the 
mines and the violation of a 
wide range of labour and civil 
rights. It applies to all the gold 
and coal mines managed by 
Anglo. 

At a signing ceremony this 
week, Mr Marcel Golding, 
assistant general secretary of 
the NUM, which has more than 
300,000 members, said the 
agreements were of “major his¬ 
torical significance". The code; 
and the accompanying agree¬ 
ment on dismissal and disputes 
procedures, arose out of the 
bitter 1987 miners' strike and 
took four years to negotiate. 

Relations at the mines 
between unions and manage¬ 
ment, and between workers 
themselves, have often been 
fraught and violent. In Novem¬ 
ber last year, 86 people died at 


Anglo's President Steyn gold 
mine near Wefkom in clashes 
daring a national stayaway to 
protest against VAT. 

The code seeks to balance 
the rights and responsibilities 
of managers, union leaders and 
union members in a way which 
acknowledges fundamental lib¬ 
erties and avoids violence and 
intimidation. 

Important labour rights are 
recognised, such as the right to 
freedom of association, peace¬ 
ful picketing and full disclo¬ 
sure of relevant information 
and there is a commitment to 
job and skills development to 
correct past imbalances. Sensi¬ 
tive matters such as wearing 
political ingignia and singing 
and dancing at mass meetings 
are also dealt with. 

These rights are balanced by 
limi tations which essentially 
protect the right of manage¬ 
ment to manage, and individ¬ 
ual workers to dissent from 
union activities without fear of 
violence. 

Mr Bobby Godsell, the indus¬ 
trial relations director at 
Anglo, said that at a time 
when national political negoti¬ 
ations were deadlocked it was 
instructive that two parties 
deeply divided, with a history 
of violent conflict and vastly 
different ideological beliefs, 
had negotiated such an impor¬ 
tant agreement. 


New Kabul strife looms 


AFGHANISTAN appears set 
for a new power struggle with 
signs of renewed tension 
between the country’s interim 
President, Mr Sibghatollah 
Moj added!, and his rival muja¬ 
hideen leaders, writes Farhan 
Bokhari in Islamabad. 

Mr Mqjaddedi is due to step 
down on Sunday under a two- 
month-old agreement between 
mujahideen factious, and hand 
over power to another interim 
government which would hold 
elections. However, he has 
made clear he wants to stay 


on. U I am not interested [in 
staying in power]. But I cannot 
ignore the people's will and 
expectations,’’ he said this 
week addressing supporters in 
Kabul who asked him to stay 
in office. 

Said one supporter “We will 
wage jihad [holy war] against 
anyone who opposes him. We 
have enough power.” 

The president’s statement 
came only a day after an offi¬ 
cial spokesman announced in 
Kabul that he would not step 
down on Sunday. 


Turks to 
debate air 
cover for 
Kurds 


By John Murray Brown in 
Ankara 


THE Turkish parliament is 
today to debate whether to 
renew the allied air umbrella 
which has been vital for the 
security of the Iraqi. Kurds. 

The count is expected to be 
close, despite calls to extend 
air cover from Mr Suleyman 
Demire L. the coalition prime 
minister, and a- recommenda¬ 
tion from the National Secu¬ 
rity Council on Tuesday. 
Under the present agreement, 
US, French and British fighter 
aircraft based at a Tuddsh-US 
base 310 miles from the Iraqi 
border police the sloes over 
northern Iraq to protect Kurds 
from Iraqi military attack. 

Together with the Kurdish 
Pesh Mergas guerrillas, the 
allied air threat has been the 
main deterrent to President 
Saddam Hussein since western 
forces left northern Iraq last 
July. Their departure followed 
a relief operation to establish 
safe havens for the Kurds after 
the Gulf war. 

The allied presence is cred¬ 
ited with prev en ting a repeat 
of last yeacV refugee exodus, 
which is still Ankar a** main 
concern and persuaded Turkey 
to back allied moves to set up 
tbe “safe haven”. 

Turkish nationalists on both 
the conservative and left 
wings remain opposed to the 
presence of any foreign troops 
on Turkish soiL The Social 
Democratic Populists (SHP), 
now the junior coalition part¬ 
ners, spoke against toeaccord 
when it was introduced during 
the former Motherland party 
government. “We didn't ask 
then to come here,” said Mr 
Erdal Inonu, the deputy prime 
minister and SHP leader. 
“Nevertheless we will be 
responsible for the conse¬ 
quences.” 

When the protocol was 
rolled over last December, Mr 
Demirel said it would be for 
the last rime- The prime minis¬ 
ter also promised any decision 
would depend on parliament's 
sanction, whereas previously 
the government used special 
powers granted during the 
Gulf crisis. ■' 


Rabin firm over 
violence in Gaza 
and West Bank 


By Hugh Camegy In 
Jerusalem 


FIVE people - three Arabs 
and two Israelis - were killed 
in the West Bank and Gaza 
Strip yesterday, delivering a 
sharp reminder of the simmer¬ 
ing violence in the occupied 
territories two days after the 
Labour party won a general 
election with the promise to 
speed Middle East talks. 

- Mr Yitzhak Rabin, the 
Labour leader who is preparing 
to build a coalition which he 
will head as prime minister, 
told a meeting of Labour's 
executive committee he would 
deal with those who “murder 
and incite" with force. 

“Anyone who thinks a gov¬ 
ernment headed by ns will not 
deal with terror in all its forms 
is tpakfog a bad mistake,” he 
said, referring to the deaths of 
the two Zsraelis. 

His comments echoed the 
tough stance he adopted 
a gtrfngfr the Palestinian upris¬ 
ing, or intifada, as defence 

ministe r in the late-1980s. 

The two Israelis were vegeta¬ 
ble merchants who were 
stabbed in the Gaza Strip 
where they bad apparently 
gone to do business. An Israeli 


livestock dealer was shot dead 
in Gaza in similar circum¬ 
stances last month. 

Meanwhile, three armed Pal¬ 
estinians were shot dead in the 
West Bank by Israeli 
undercover soldiers. 

Mr Rabin has offered territo¬ 
rial concessions to tbe Pales¬ 
tinians, saying the intifada can 
only be ended by political 
means. But he has pledged to 
enforce stringent security mea¬ 
sures meanwhile, to clamp 
down on violence. 

Yesterday he was pressed by 
Meretz. the pro-peace minority 
party which is set to be 
Labour’s main coalition part¬ 
ner, to speed the process of 
forming a government. 

Meretz leaders expressed irri¬ 
tation that Mr Rabin, who is. 
anxious to minimise right-wing 
opposition to Ms peace poli¬ 
cies, was seeking to broaden 
the coalition by including at 
least one religious party. 

He is also waiting for tbe 
final nfflniai electi o n results to 
be published. 

Inclusion ol the army vote 
could produce a marginal 
adjustment of the distribution 
of seats which Mr Rabin wants 
to take into account before 
starting <*>aiiHnn negotiations. 



A thumbs-up from labour leader Yitzhak Rabin as he opens his 
party’s first executive committee meeting since tbe election 


UN bomb 
team heads 
for Baghdad 


UN experts travel to Baghdad 
today to begin overseeing tbe 
destruction of machinery Iraq 
used to produce its arsenal of 

fitemiiral hnmhc nffirfala said, 

Reuter reports from Manama. 

: A 16-member team would 
supervise the scrapping of 60 
pieces of equipment used to 
make chemical bomb casings. 
The team would also inspect 
undeclared sites during their 
dght-day mission to search for 
hidden equipment. UN inspec¬ 
tors charged with ridding Iraq 
of its weapons of mass destruc¬ 
tion have already destroyed 
about 8,000 unfilled chemical 
munitions and blown up leak¬ 
ing rockets containing 2.5 
tonnes of nerve agents. 


Guangdong sets sights high 


By Simon Nofberton in Hong 
Kong 


GUANGDONG, the fastest 
growing province In China, 
plans to expand at a real rate 
of nearly 13 per cent a year for 
the next 20 years in its drive to 
catch up with Asia's other 
high-growth economies, Zhu 
Sgniin, its governor, said. 

Zhn’s prediction, which was 
made in Beijing on Wednesday, 
follows a reassessment of the 
province's growth potential 
occasioned by the visit at the 
beginning of the year of Deng 
Xiaoping, China’s 87-year-old 
leader. 

Deng encouraged provincial 
authorities to be more bold and 
strive to reach the level of 
development of Asia's four 
“dragons" - Hong Kong, 


South Korea, Taiwan and Sing¬ 
apore. Soon afterwards officials 
began to redraw plans for eco¬ 
nomic development 

Ibis year Guangdong’s eco¬ 
nomic performance has been 
impressive. In the first five 
month* of this year industrial 
production has risen by 26 per 
cent compared with the same 
period last year. 

Trade Is also growing 
strongly. In the first three 
month* of this year the value 
of exports was 35.3 per cent 
higher than in the January- 
March period last year. The 
province produced a trade sur¬ 
plus of $i.67bn in the period - 
23.4 per cent higher than in the 
first quarter of 1991. 

But there are also signs the 
economy might be over-heat¬ 
ing. Retail sales is the first five 


months were 17.7 per cent 
higher than for the same 
period last year. Property 
prices are rising strongly. 
Within tbe past year they have 
increased more than 30 per 
cent 

Economists in Hong Kong 
said Zhu's prediction for the 
overall growth rate was remi¬ 
niscent of tiie language of the 
central planner. 

But Mr Enzio von PSel, econ¬ 
omist at Smith New Gout, a 
British brokerage, said: “I 
could well see Guangdong 
growing annually in the range 
of 10 per cent to 13 per cent 
over tiie coming years.” 

Between 1934 and 1991, 
Guangdong posted an annnal 
growth in GDP of 13.9 per cent 
Industrial production grew at 
an annnal rate of 23.8 per cent 


Donors 
press 
India on 
reforms 


4- 


By David Housego in Paris 


S* 


WESTERN donor nations 
yesterday expressed support 
for India's economic reform 
programme but warned that 
the momentum of change 
should be maintained. 

At the annual gathering m 
Paris of tbe India Aid Consor¬ 
tium. Germany pressed for 
more radical and rapid privati¬ 
sation of Indian state-owned 
enterprises declaring that, 
there was “no alternative for 
getting more efficiency". Ger¬ 
many, backing recommenda¬ 
tions by the World Bank, said *■ 
that in the financial sector 
“painfhl reforms’' were needed 
and should be taken soon. 

Mr Moatek Ahluwalia. the 
Indian secretary for economic 
affairs, told the two-day meet¬ 
ing, which is being held under 
the chairmanship of the Worid 
nanv , tha t the Bombay finan¬ 
cial scandal would be used by 
the government to accelerate 
financial sector reform. 

He said the government 
would establish mechanisms to 
tighten supervision of the 
bankin g system and to ensure 
the maintained greater 

Internal controls. 

told donor nations that 
it planned to open negotiations 
□ext month for an Extended 
Fund Facility (EFF) borrowing 
from the IMF - though there 
is some doubt whether India 
will get access to the Fund’s 
lowest-cost money. 

Tbe World Bank warned the 
meeting of the continuing fra¬ 
gility of India's balance of pay¬ 
ments. In a reference to the 
threat of a bad monsoon that 
hang s over the economy this 
year, the World Bank said that 
the foreign exchange reserves 
- now at more than $5bn, or 
equivalent to three months’ 
imports - were “insufficient to 
withstand shocks such as 
adverse external developments 
or droughts to which India is 
extremely vulnerable". 

The Rank said th at, because 
of stagnant domestic oQ pro¬ 
duction, oil imports were likely 
to Increase by 60 per cent in 
nominal terms over the next 
five years. 

Editorial comment. Page 16 
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OECD ECONOMIC OUTLOOK 


Unemployment forecast to remain high # No fall likely in European interest rates 


Industrial world set for slow growth 


By Peter Marsh, 
Economics Staff 


HIGH European interest rates 
and weak demand In the US 
and Japan will constrain eco¬ 
nomic growth across the indus¬ 
trialised world this year, 
according to the Organisation 
for Economic Co-operation and 
Development 

In its latest Economic Out¬ 
look, published yesterday, the 
Paris-based body says non-res i- 
dential investment In the 
OECD area will be flat this 
year compared with 1991, while 
unemployment will stay high. 

The group, which represents 
24 leading Industrial nations, 
says OECD-wide company prof¬ 
its will probably expand “more 
modestly" over the next few 
years, compared with, the fes¬ 
ter pick-up after the previous 
period of slow world growth in 
the early 1980s. 

Helped by a sluggish, recov¬ 
ery in the US and weak infla¬ 
tion in many nations, “growth 
fin the OECD] should gradu¬ 
ally accelerate in the coming 
months”, but at a slower rate 
than that expected by the 
organisation in its last Eco¬ 
nomic Outlook published last 
December. 

With short-term interest 
rates across Europe influenced 
by the tight monetary policy of 
the Bundesbank, “there is little 
prospect that current high real 
rates of interest [in Europe] 
will come down". That could 
be “burdensome" for those 
European countries - which 
include Britain, France and 
Italy - where activity is weak 
and inflation low. 

While many European 
nations are hemmed in on bor¬ 
rowing rates, constraints on 
European fiscal policies linked 
to the Maastricht agreement 
reduce the opportunity to pro¬ 
mote growth through increases 
in public spending or tax cuts. 

In the US, the poor state of 
government finances which 
allows little room for tax cuts, 
together with weak construc¬ 
tion activity, will lead to 
demand staying “relatively 
weak” in the near term, the 
OECD says. 

Meanwhile, in Japan, 
“extremely slow money growth 
and the persisting weakness of 
asset prices could delay the 
pick-up in activity". 

According to the report, the 
OECD economy should expand 
by per cent this year after l 



per cent in 1991. Last Decem¬ 
ber, the organisation's econo¬ 
mists projected 1992 growth of 
2 J 2 pm cent 

Even though for the OECD 
as a whole “recession has been 
avoided" over the past year, 
growth is likely to be held back 
by the high debts built up dur¬ 
ing the 1980s. 

Spending by many consum¬ 
ers and businesses has been 
curtailed by their desire “to 
strengthen their financial situ¬ 
ation further before increasing 
their expenditure, while finan¬ 
cial institutions and banks 
may have become more cau¬ 
tious in their lending”. 

The OECD is relatively bull¬ 
ish about prospects for next 
year, when it expects growth 
across the region to reach 3 per 
cent. But several worries 
remain: 

• Further reductions in infla¬ 
tion are necessary In many 
countries, especially in Ger¬ 
many. That could imply tight 


monetary policies “that could 
restrain demand in the short 
term". 

• The efforts to bring down 
debts rather than to increase 
spending “may have further to 
go". By reducing sales of goods 
and services and Anther damp¬ 
ing investment, this could hold 
back economic activity for 
some time. 

• Businesses and households 
remain cautious In many 
nations - partly because of 
fears about unemployment and 
the general economic outlook. 

• Uncertainties about the out¬ 
come of the Uruguay Round of 
world trade talks, may be fur¬ 
ther bolding back growth. 

• There is a danger that, 
should Japan's trade surplus 
continue to grow, some nations 
could restrict Japanese imports 
so "hampering free Interna¬ 
tional trade and hence eco¬ 
nomic performance". 

The report reckons that tine 
position of the OECD’s esti¬ 


mated 30m unemployed people 
(7.5 per cent of the workforce) 
“is likely to improve.only very 
slowly". Even though the rate 
for the whole of the OECD may 
fall next year, for Europe the 
unemployment rate is expected 
to rise slightly in 1993 to 93 
per cent 

Partly due to the large num¬ 
bers of people out of work, 
pressure on wage rates is 
likely to be modest, which 
could be one factor aiding 
growth. Another is the gener¬ 
ally favourable outlook for 
world trade, which is expected 
to “expand briskly” over the 
next 18 months,, at annual 
rates of up to 7 per cent 

Much of this is related, the 
report sayst to strong demand 
in the former communist 
nations In eastern Europe and 
In east Asia. In particular, 
“producers in both Japan and 
west' Germany may seek to 
divert output to foreign mar¬ 
kets as domestic demand picks 


up only slowly”. 

In other highlights, the 
OECD says: 

• OECD governments are 
likely to push up borrowing as 
a percentage ot total output to 
3.25 per cent this year, more 
than 0.75 percentage points 
higher than last year. Most 
governments were unable to 
meet targets for debt reduction 
last year, largely because of 
pressures on spending and 
weak revenues related to the 
world economic slowdown. 

• Cash savings in tbe OECD 
resulting from reduced spend¬ 
ing on defence after the demise 
of Soviet communism wfli be 
“modest in macroeconomic 
terms”. Even though defence 
spending as a proportion ot 
output is expected to decline 
over the next five years in 
many OECD nations, the 
reductions are expected to be 
significant only in the US and 
Germany, with smaller cuts in 
France, Britain and the Nether¬ 
lands. “The net impact on 
aggregate demand and employ¬ 
ment ... is likely to be small, 
although the geographic con¬ 
centration of defence procure¬ 
ment industries may lead to 
severe local labour-market 
problems In some cases.” 

• More efficient pricing mech¬ 
anisms for air, land and water 
would increase incentives to 
conserve such such resources 
and help safeguard the envi¬ 
ronment “There is increasing 
recognition that greater reli¬ 
ance on economic instruments 

- such as charges, taxes and 
tradeable permits - can lead 
to environmental problems 
being solved at lower costs," 
the report says. 

• Output by the newly indus¬ 
trialising nations of eastern 
Asia is likely to increase this 
year by about 7 per cent for the 
fourth year running. The 
OECD also expects inflation in 
these countries - South Korea, 
Taiwan, Hong Kong, Singa¬ 
pore, Thailand and Malaysia 

— to fen back after rising last 
year. 

• A collapse of trade among 
the newly independent repub¬ 
lics of the former Soviet Union 
is a "serious risk”, putting a 
question marie over economic 
prospects for the region. 

OECD Economic Outlook No. 
51. From OECD Publications 
Service, 2 rue Andre-Pascal, 
75775 Paris Codex 15 Prance, or 
HMSO. Price £1150. 334 DM41 
FPrllO. 


Maastricht 
sets stiff 
test for EC 
states 


Scant sign of real 
recovery in UK 


By Peter Marsh 


By Peter Marsh, 
Economics Staff 


ONLY three EC nations can 
meet the Maastricht targets on 
fiscal policies without heavy 
curbs on government spending, 
says the OECD. 

For Italy, Greece, Belgium 
and the Net h e r lands meeting 
the limits would require cuts 
in spending over the next 
seven years. 

The OECD study highlights 
the difficulties faced by many 
countries in achieving the tar¬ 
gets to reduce state borrowing 
before economic and monetary 
union around 2000. 

The problems are worsened 
by high interest rates and the 
economic slowdown, which has 
pushed up government borrow¬ 
ing for many countries. 

Only France and Luxem¬ 
bourg meet both targets for 
general government net bor¬ 
rowing and gross government 
debt According to the guide¬ 
lines, these should by 1999 be 
no more than 3 per cent and 60 
per cent respectively of gross 
domestic product 

Four nations would have to 
cut spending (assuming 
unchanged tax rates) to meet 
one or both of the limits. Of 
these, Belgium and Greece face 
measures that “would probably 
be too severe to envisage”. 
They would have to cut spend¬ 
ing by 6.6 per cent and 6.1 per 
cent a year respectively up to 
1998, while Italy’s spending 
would need to be trimmed by 
7.7 per cent a year. The Nether¬ 
lands would have to reduce 
spending by 03 per cent a year. 

For the other eight EC 
nations, five would have to 
take tough, if more moderate, 
action to achieve the targets. 
These nations would have to 
keep increases In spending dur¬ 
ing the next seven years below 
levels envisaged for 1990-92 or 
below the levels experienced 
during the isaos. 

Just three countries - 
France. Britain and Luxem¬ 
bourg - would experience lit¬ 
tle difficulty in meeting the 
targets. 

This is because they already 
meet the limits, or because the 
permitted spending increases 
during the 1990s are smaller 

than, or the same as, those 
applying during the 1980s or 
projected for 1990-92. 


“FEW signs of a sustained 
pick-up" are evident in Britain, 
the OECD warned yesterday. 

It said Britain’s economy 
would grow much more slowly 
tills year than envisaged six 
months ago and at less than a 
third of the rate projected for 
other Group of Seven indus¬ 
trial nations. The expected 
recovery later this year would 
be constrained by high unem¬ 
ployment, the weak housing 
market and large debts. 

The bleak message under¬ 
lined how - even though 
Britain is not alone in the G7 
In experiencing economic slow¬ 
down - its difficulties are par¬ 
ticularly acute. It came two 
weeks before the G7 (the US, 
Japan, Germany, France, 
Britain, Italy, and Canada) 
meets in Munich to discuss the 
world economy. The OECD’s 
estimate that UK output will 
expand this year by 0.4 per 
cent contrasts with its 2^ per 
cent projection last December. 

It is also substantially lower 
than forecasts for the other G7 
members. Of these, the next 
most laggardly in 1992 Is expec¬ 
ted to be Germany, which, 
according to OECD predictions 
covering only tbe western part 
of the country, win see g rowt h 
of 13 per cent. The OECD puts 
overall G7 growth this year at 
IB per cent 

The UK Treasury said the 
OECD’s estimate was “not 
endorsed” by Britain. But in an 
internal exercise, the Treasury 
is almost certainly revising 
downwards its last published 
forecast of l per cent, made in 
the March budget 

The OECD thinks a hesitant 
UK recovery is probably 
starting about now, after the 
recession touched bottom in 


the first quarter. But an 
increase in business Invest¬ 
ment, which has fallen sharply 
during the longest economic 
decline since the 1940s, is 
unlikely before late in the year. 

Company profitability (as 
measured by the rate of return 
on capital) is likely to be 9J9 
per cent this year against 153 
per emit for the whole of the 
G7. Next year, the figures are 
expected to be 103 pm cent 
and 15.7 per cent respectively. 

As for 1993, the OECD thinks 
UK output will expand by 2.6 
per cent, compared with 3.1 per 
cent for the G7. 

But amid the gloom, the 
OECD sees some hopeful signs: 

• Private-sector wage settle¬ 
ments have dropped rapidly, 
enhancing international com¬ 
petitiveness. Given projected 
good growth in world trade, 
that should give UK exports 
“an element of strength”. 

• Underlying inflation as 
measured by growth in the sta¬ 
tistical deflators for personal 
consumption could be as low 
as 3 per cent in 1993 , “creating 
toe conditions for a recovery in 
busi n ess investment". 

• Removal of political linear- 
tainty after the April general 
election has ''significantly 
increased" the probability of 
economic recovery by boosting 
business and consumet confi¬ 
dence. 

• Higher public spending, at 
least partly caused by the 
r ece ssion, should boost eco¬ 
nomic activity generally. 

Over the longer term, the 
re P° rt says a critical issue is 
whether government policies 
m areas such as training “have 
boosted UK competitiveness 
SJSS™!? to realise a better 
mednnn-tenn growth, employ¬ 
ment and inflation perfor¬ 
mance . 


BRITAIN’S ECONOMY 
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rinding the right partner can be one of life's 

mote painful experiences. 

But not if your name’s Apple'-MacintoshT Wie 
compatible with absolutely everything. 

We work with other personal computers, host 
systems and their networks. 

can import and use MS-DOS®fiks, run industry- 
standard programs sudi as WordPerika® and Lotus® 
1_2~3® and even run programs written in MS-DOS. 


as the easiest personal computer m the wood to use 
Millions of people are more productive as a result 
and they fmd everyday la&s more enjoyable. 

In feet, (daierer type of work you do, arid 
whether yoii re a dab hanl or a nowoe in the fidd 
of personal computers, ihere’s onetfcii^ you can 
be ahsobttdy sweat 


f Tbfindiiuti^^>pteMacii^Qdj*tejpfirfaJ ^you,did IDO and 
] ask Jor Freefone Apple or return ifeis mxpm. Post to Naomi Lemon. Customer 
i tte MmmisualQt Jpplfi C&opMef UK. lasted, FBEEPGST, Information 
3 Cedre, Laadfifl 5 TO making gape 5*41 indude your postcode. tftc 
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NEWS: AMERICA 


High growth in 
first quarter 
lifts few spirits 


By Mtchael Prows* 
to Washington 

THE US Commerce 
Department yesterday revised 
up its estimate of economic 
growth in the first quarter to 
an annual rate of 2.7 per cent, 
the best performance since 
President George Bush took 
office early in 1989. 

However, the revision Sailed 
to lift the spirits of many fore¬ 
casters who are worried, by 
more recent evidence that 
growth is again flagging. 

Mr Michael Baskin, the chief 
White House economist, yester¬ 
day warned that the risk of 
“sluggish growth" was greater 
than that of a resurgence of 
inflation. He also expressed 
concern about the slow growth 
of the money supply. 

His remarks added to the 
pressure on the Federal 
Reserve to ease monetary pol¬ 
icy, following Mr Bush's direct 
call this week fin- lower inter¬ 
est rates. 

Separate reports yesterday of 
a sharp rise in claims for 


unemployment insurance and 
a decline in sales of previously- 
owned homes gave further evi¬ 
dence of sluggish conditions. 

Unemployment claims rose 
by 16,000 to 422,000 in the week 
ending June 13. Sales of exist¬ 
ing homes fell 1.7 per cent in 
May to register their second 
consecutive monthly decline. 

The third and flijai estimate 
of growth in the first quarter 
contrasted favourably with 1 
previous estimates of 2 per 
cent and 2.4 per cent The , 
Improvement reflected upward | 
revisions to investment and | 
net exports. 

This was the fourth consecu¬ 
tive quarter of sluggish growth 
after a faltering economic 
recovery in the spring of last 
year. GOP expanded at an 
apniwjl rate of 0.4 per cent in 
the final quarter of last year. 

Many analysts fear that the 
2.7 per annual growth rate 
recorded in the first quarter 
will not be sustained in the 
current quarter, mainly 
because of a deceleration in 
consumer spending. 
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RAIL operators in the US responded yesterday 
to the machinists’ union strike by shutting 
down freight operations across the country, 
essentially halting shipments, Karen Zagor 
reports Oram New York. The strike against (SEE. 
Transportation, one of the big US Height hoes; 
was in its second, day. 

The picture above shows idled Conrafl loco¬ 
motives at a yard in Cbnway, Pennsylvania. 

Democrats in the House Representatives 


Perot challenged to show 
evidence of dirty tricks 


Latin Americans advised 
to spread success widely 


By Juiwk Martin, US Editor, 

In Washington 

THE VERBAL war between Mr Ross 
Perot, the Independent aiming to win 
the US presidency, and the Republican 
Party has continued unabated, with 
Governor Bill Clinton, tbs presumptive 
Democratic candidate, pointedly 
distancing himself from the fray. 

Mr Rich Bond, chairman of the party, 
phoned tire Larry King Live television 
show and challenged Mr Perot to pro¬ 
duce on air one shred of evidence of 
Republican dirty tricks- Mr Perot hit 
back: “I can spend until midnight, but 
Fm not going to do what you want on 
your terms,” 

Earlier on the show, Mr Perot pro¬ 
duced a letter off January 1990, tram 
President George Bosk thanking tire 
Texan billionaire for having offered to 
winkle General Manuel Noriega out of 
his refuge in the Papal Nnndatnre in 
Panama. The warmth of Mr Bush’s 


words, he said, showed there was no 
personal animus between the two and 
that suggestions to the contrary ware 
also part of tire scheme to "redefine my 
personality." 

Mr Perot had implied on Wednesday 
that tire media accepted feeds from 
"tire Republican dirty tricks commit- 
tee." Several newspapers vigorously 
denied tins yesterday, pointing out that 
Mr Perot had produced nothing to eon* 
firm h fy an e ga t jons . 

The Texan dearly feels himself the 
victim of a conspiracy by the Washing¬ 
ton political and media establishment 
In all his pobUc appe a rances over the 
last 24 hours, he has cfahned teat only 
he Is in touch with the American peo¬ 
ple, who can see through the attempt 
to lay him low. 

Mr Clinton, sensing an opportunity, 
in the Bnsft-Perot open warfare, said 
yesterday, •‘There’S a MRianaire, a mil- 
ltanalre and me - and most of tire 
American people are more like me.” 


By George Graham In Washing to n 

US OFFICIALS are urging Latin 
American and Caribbean finance 
ministers to spread the results of their 
new-found economic success more 
broadly among itofr populations. 

At a meeting In Washington yester¬ 
day of ministers from selected countries 
to Latin America and the Caribbean, 
the US called for a continuation of the 
economic reforms that have taken root 
in many ceuntriaa over the past three 
or tour years amt balped to curb the 
runaway debt probtems that hamstrung 
them in tire 198ft. 

"What now has to take place Is not 
only a continuation of those reforms, 
hut they have to became more broadly 
shared,” a senior US Treasury official 
said. 

•Ofrvfoaaly, in order to keep the peo¬ 
ple of Latin America convinced that 
this is something good for them, tire 
economic fruits of these reforms eant 


all be to the stock market; they have to 
flow down to the people,” he added. 

The US warning follows an attempted 
military coup to Venezuela in February, 
which was partly attributable to discon¬ 
tent over the harsh impact of the coun¬ 
try’s economic reform programme, 
backed by the International Monetary 
Fund- 

This had made life harder far many of 
the poor and the middle class by cut¬ 
ting government subsidies. 

“There Is an increasing recognition to 
Zatto America that the consofidatfon of 
economic reforms requires good gover¬ 
nance and a social agenda,” commented 
Mr Richard Feinberg, president of Inter- 
American Dialogue, a Washington- 
based policy centra. 

He noted it was easier to stress demo¬ 
cratic values as an important compo¬ 
nent of economic r eform now that the 
Ctdd War was over and the US was no 
longer supporting so many dictators to 
fjftto Amer ica. 



Midland may buy Peru bank * 


MIDLAND Bank of the UK Is 
considering buying a loss-mak¬ 
ing state-owned bank to Peru, 
writes Sally Bowen in Lima. 

The bank’s senior Latin 
American executive, Mr Mar¬ 
cos Bruits, arrived to Lima 
thfo week for negotiations 
with government offi c ials over 
the purchase of Banco Popu¬ 
lar. 

This, one of the oldest and 


most extensive of Peru’s bank¬ 
ing networks, has deep finan¬ 
cial troubles. Its bad-loans 
portfolio is about the equiva¬ 
lent of 385m and securitised 
debts to foreign banks 
Mftnand would commit itself 
to bring in credit lines 
for giom-$i4m. and to guaran¬ 
tee another 910m or so in 
credit from a multilateral 
ftnwnrial institution such as 


the Andean Development Cor¬ 
poration. 

The purchase would be made 
largely through an e xch ange 
of short-term debt for equity 
In the bank. Midland still 
holds some $24m in Peruvian 
short-term debt • 

Midland is expected to insi st 
that the Peruvian government 
assume Banco Popular^ bad- 
loans-portfolio. 


An urge to privatise 

Sally Bowen assesses the Peruvian economy 

A S the Peruvian ecan- since Peru declared a debt mor- chases Peruvian 
amy further info atoriam to the muH980s; the New Yore secon 

f fegjii deficit and baf- First to be used to thepriva- ke t- They, the 
ance of payments crisis, the 
political will to privatise seems 
at last to have hardened. The 


are proposing: an immediate 30-day cooling-off 
period, with an ar bi tr a tor i mp osing a settlement 
at tire end of it if the parties are unable to reach 
agreement Congressional Democrats have 
refected a White House demand to impose a 
settlement without arbitration. 

Talks between other US rail unions and opera¬ 
tors to establish new labour contracts continued 
yesterday raonring but there were no signs of an 
immediate settlement 


tog to debt-equity swaps in 
what now promises to be a 
speedy programme of state 
sell-affs. 

“With debt paper, we 
increase demand and-speed up 
the whole process,” says Mr 
Carlos Montoya, a privatisa¬ 
tion specialist with Latin 
American experience and exec¬ 
utive director of Copri, the gov¬ 
ernment’s streamlined commis¬ 
sion for promotion of private 
investment 

Copri’s pledge to complete an 
average of one sell-off a week 
means, according to Mr Mon¬ 
toya, that by August or Sep¬ 
tember 1994 the state will no 
longer own any of the busi¬ 
nesses which Cogri chief Jaime 
Yoshiyama nirtma costs the 
state 510m a day. 

Some 55 public sector compa¬ 
nies already have committees 
working on technical assess¬ 
ment, legal intricacies and 
identification of the most desks 
able privatisation mechanism, 
with World Bank technical 
assistance and funding. Capri's 
wide powers, combined with 
the absence within today’s 
Peru of any formal political 
opposition, indicate the path 
ahead wfH be uno b structed. 

The debt-equity swap mecha^ 
nism is intended to attract 
purchasers tor difflcnlt-to-seii 
companies rather than to dent 
Peru’s overall debt position. 
Total foreign debt, according to 
government figures, amounts 
to S22Rbn - public sector debt 
is almost 93 per cent of the 
total and some two thirds rep¬ 
resent arrears accumulated 


since Peru declared a. debt mor¬ 
atorium to the mid-1980s; 

First to be used to the priva¬ 
tisation drive is Peru’s 
short-term working capital and 
trade-related debt paper. This 
amounts to some $8X3^m and 
currently trades at between 20 
and 63 per cent of face value, 
depending an whether interest 
is being paid. Discounts mean 
this debt will be quickly eaten 
up. to the purchase of a handful 


Once short-term debt Is 
cleared, the government hopes 
to move on to medium-term 
debt. This is syndicated and 
requires the. negotiation of 
waivers from lending banks 
before it can be freed for use. 
nitihank , leader of the private 
banks' steering committee, 
says, one obstacle to this - 
objections from a New York 
bank - are almost cleared. 

P rincipal holders of Peru¬ 
vian .short-term debt 
paper include Chase 
Manhattan. Manufacturers 
Hanover. Uhlan Bank of Swit¬ 
zerland. Bonk of Tokyo, Citi¬ 
bank, Crddit Lyonnais and 
Midland Bank. The last three 
are all repeated as expressing 
interest in swapping some of 
their paper to buy into Peru's 
state-owned hanking system, 
specifically into Banco Popu¬ 
lar, which is near collapse and 
which Midland Is examining 
closely (see above story), and 
into Use Hualihier networks of 
C ontine ntal and Intertanc 
Further interest in debt 
swaps is expected from Peru’s 
supplier creditors who are 
owed ?1.4hnu The Japanese 
have been important creditors 
since the construction of the 
northern Peruvian ofl pipeline 
and are reposted to be behind 
some of the bigger current pur¬ 


chases of Peruvian paper on 
the New York secondary mar¬ 
ket. They, the German com¬ 
pany FerrostaL supplier of sub¬ 
marines to the Peruvian navy 
to the 1970s and Yugoslavian 
Energoprojekt account for the 
lion’s share of supplier debt. 

Citibank, itself the bidder of 
some 9100m to Peruvian debt 
paper and, through Citicorp in 
New York one of the recently 
active dealers to debt paper, is 
“very eager to get involved to 
privatisation", according to 
Lima branch manager Rafael 
Venegas. He Intends to bring 
together holders of debt paper 
into consortia under a special¬ 
ist “operator", as the bank has 
done in other countries. . 

“It’s a bit trickier la.FenP 
because of the country risk ele¬ 
ment. 0 Mr Venegas admits. 
Japanese creditors are likely to 
seek only a small percentage to 
some of Peru’s giant state nun- 
tog companies. 

Mr Montoya expects that 
Peruvian privatisation bar¬ 
gains will be snapped up pri¬ 
marily by Latin Americans. 
“What we've mostly got is 
state companies worth 
between, say, 920m an d 950m 
- not big enough to interest 
the major transnationals,” he 
says. “But they'll be attractive 
to neighbouring countries who 
axe looking to expand and 
build up networks.” 

Much r emains to be done to 
selling the privatisation philos¬ 
ophy to unions and workers to 
Pern, but the government A 
hopes its pl ans to hand over IQ 
per emit of state shareholdings 
directly to workers, on comple¬ 
tion of privatisations, will 
defuse opposition. 

“The test guarantee of the 
non-reversiirilfty of the process 
is to turn workers into popular 
capitalists,” says Mr Montoya. 


NEWS: WORLD TRADE 


US-led group 
wins Java 
power contract 


By WHllara Keeling lit Jakarta 

MISSION ENERGY of the US is 
to bead a consortium to build 
the 2.4QQ MW Patton power 
project in East Jlava. The deri¬ 
sion by the Indonesian govern¬ 
ment is a rebuff to Interconti¬ 
nental Electric Inc (DSD of the 
US which has been negotiating 
for at least part of the 93.6bn 
(£i.9bn) project 

Paiton would be the first 
instance to Indonesia of a pit' 
vate build-own-and-operate 
scheme linked directly into the 
national grid. The project's 
output would be purchased by 
PLN, the state utility, at an 
agreed rate. 

Such schemes are regarded 
by the World Bank as the way 
forward for Indonesia which 
requires investment of about 
92Qbn in electriu power 
between 1994 and 1998. a third 
oE which is expected to come 
from private sector The gov¬ 
ernment had planned to split 
the Paiton project into two sep¬ 
arate contracts, each for two 
600 MW units worth about 
91-Sbn, and had been talking 
with consortia led by Mission 
Energy and OH since last year. 

In a recent confidential meet¬ 
ing with both companies, the 
government said it would 
accept just am consortium and 
“expressed; a dear preference 
for Mission Energy 1 ', a govern- 


Japanese minivan ruling 
angers the Big Three 


By George Graham 
In Washington 

US car makers have suffered a 
setback in their efforts, to win 
the Imposition of dumping 
duties on Imports of Japanese 
minivans. 

Although the Commerce 
Department ruled last month 
that Toyota, Mazda and other 
Japanese manufacturers, had 
sold their minivans in the us 
below production coat, the 
International Trade Commis¬ 
sion tlTO decided, tins week 
that US manufacturers ted not 
been harmed by thft imports. 

Commissioners noted that 


US labour fears Mexican role in the revolution 

The trade pact has divided American labour and business along traditional lines, writes Nancy Donne 


meat official has said. 

The Mission Energy consor¬ 
tium had a better technical 
proposal, and showed greater 
capability to raise equity 
finance ami loans necessary for 
the project's completion, tire 
official noted. 

The project wifi, still be built 
to two stages, the first to be 
completed by 1997, but the con¬ 
sortium will have a first option 
on. construction of the second 


At the meeting; tine govern¬ 
ment suggested some members 

of the TF.r amsartmm ohtwM 

be taken on board by Mfaston 
Energy. The BSE consortium 
includes the Bfawntara Group, 
- led by President Suharto's 
second sou - WaatbsglKmse 
and Mttenhfe&A Heavy indus¬ 
tries. 

Industry effWafe say Sfcwa- 
tara fa negotiating wfck Bate. 
HJLtam Perfcasa. an. hafrmeaiari 
coabmntog company and local 
partner of the Mlsstoa Baergy 
consortium, for an equity stake 
of up to ift per cent to the 
project 

Other members erf the BBs- 
sion Energy consortium 
include General Electric of the 
US and Mitsui erf Jfcpas. Nego¬ 
tiations between the govern¬ 
ment and the new sonsarttosa 
are expected to togftx in 
August with, the contract 0*2- 
lfaed early next year. 
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EyKHoeked 
In debate 
over the 
TBESEE3 North 
h =ssrs^ _ American 
Free Trade 
■Agreement 
Y\ [ ri^w (Nafta) con- 
l \cnr on at 

least one prist jobs will be 
lost and jobs wffi be gained if 
the part becomes a reality. 

White the Bosh administra¬ 
tion portrays the Nafta as a 
jobereating tfraamo. American 
unions fear it will throw thou¬ 
sands of workers out on the 
streets. There are studies to 
support each contention. 

Mr Kay Whitmore, chairman 
of B astma n- K odafc and. bead of 
the government's private sec¬ 
tor Nafta group* argues that 
the pact wffi create US jobs* 
ritto g tbs example of his own 
company. Easfcman-Kodak 
expanded to Mexico: to the 
1980s to penetrate the trade 
barriers of the day. Store then, 
fir every three jobs, created In 
Mexico, toft company says it 
has hired cm additional sup¬ 
port person to as US factories. 

Mb Whitmore gives numer¬ 
ous examples of added jobs 
resulting: from fifexfaaa trade 
and Investment. Procter & 
Gamble experts free trade to 
resuit to £wo new Jobs* he 
saH Dana Carp, a ear parts 
supplier, exports twice as 

much to Mtaks* a e fa mmiufaxs 

tures there: “Every story of 
aided experts is a story of 
added jobs to this country,” be 
said However, US unions rite 




A new assembly line In Mexico could backfire an the American worker, argues the AFL-CIO 


a long fist of companies which 
have dosed down or laid off 
workers from US plants to 
move production to Mexico. 
These Include the fast Zenith 
television manufacturing fircffi- 
frjr to the US, American Car. 
producer of freight cars, which 
once employed 4,800 to St 
Louis, Missouri; Grand Mat's 
Jolly Green Giant* which, 
slashed employment from 
22,009 to IIS workers after the 
mm; and three jean-making 


plants owned by Farah Co. 
which employed 3*750 in the 
early 2980s but onlyAlQ today. 

“to contrast to the soothing 
bromides found in the eco¬ 
nomic textbooks, this rapid 
increase to trade has produced 
few benefits to toe economy of 
either Mexico or the US,” says 
Mr Rudy Oswald, an e c o n om ist 
with the AFL-C30, the US 
labour atganfeatiiaiL. 

Mr Charles Bremer, interna¬ 
tional trade dfrertor of the 


American Textile Manufactur¬ 
ers' Institute, estimates that 
200,000 of the- lm American 
clothing workers will lose their 
Jobs as a result of the Nafta. It 
will be less traumatic for the 
textile Industry, which now 
supports the pact because it 
has managed to get protection 
built to at the negotiating 

table; its future losses are reck¬ 
oned in the tens of thousands. 

The International Institute of 
EcanomXcSvto its report “North 


Action urged on east European steel 


mirrivana were one segment of 
the motor vehicle market 
where- domestic m aatoh eh tteES 
still dominate* with axe esti¬ 
mated 88. per cent market 

share. 

They said that Chrysier was 
selling as many vans as it 
could males, white any prob¬ 
lems Ford and General Motors 
had in seffiog their vans ceodd 
he attributed to the slow US 
economy and. to their own 
product and price- shortens? 
logs. The ruling infuriated the 
US motor: industry , whack bad 

been counting f» tte US unfair 
trade laws to help t&eat totfd 
back Japanese, c o mp e ti tion. 


By Andrew Baxter 

WESTERN governments 
shembt art testtucotete domes¬ 
tic demand for start in eastern 


onteeai steelmakers to export 
to tow prices, accenting to a 
report tor (EnropeX. the 


awenwh iBoh should esses on 
qptekly with rottonaBsatfott. 
paring ffie way for generous 
pfcwtiaaltjas term to encow> 

age fo re ig n Investment in 
steel. The reeastmamfetietts 
son made to East European 
Steal, a StB-pogs report which 
analyses too profited at the 


steel industries in Bulgaria, 
Hungary. Poland; Romania, 
the former Yugoslavia and toe 
farmer Soviet Union. 

The collapse- of the former 
Soviet Union and. political 
upheaval in eastern. Europe 
have sedanriy damaged three 
countries* traditional markets. 
Rast European producers have 
tried, to switch to exporting: to 
western Europe, provoking 
complaints from some western 
steelmakers about dumpings 

The tfeps report stresses 
tout Inward investment hy the 
west, enc o u rag ed for western 
governments. Is essential to 
stimulate damastic demand; far 
steel in eastern Europe, thus 


defusing the raw aver imports 
to the west. 

However, it warns of a 
potential obstacle to privatisa¬ 
tion projects caused hy the 
imports issue. Many east Euro¬ 
pean privatisations In can* 
sHttter goods have successfully 
used law labour costs to pro¬ 
duce finished products far 
domestic consumption: and 
more importantly, export to 
western markets, it says. Bat 
the s tr a tegy would not be 
readily acceptable in the steel 
sector - due to the limited 
g r owth potential for steel and 
the hostility to increased 
import? into western Europe. 

The report says several joint 


venture partnerships are being 
negotiated but are taking a 
long time to complete. East 
European governments, says 
Kfeps. need to be more flexible 
in valuing assets and need to 
actively promote joint venture 
partnerships. Western govern-, 
meats should give assistance 
to companies to form joint 
ventures through some limited 
form of tax carrcessfon. Heps- 
says east European govern¬ 
ments must accept flat future 
crude steel production will be 
only 65 percent of the peak 
years in toe late 1980s. 

East European Stee ( Bfeps 
(Europeh 262 Glassop Road. 
ShdUdd, SW2GZ. VELELm 


American Free Trade: Issues 
and Recommendattons”, by 
Messrs Garry Hufbauer and 
Jeffrey Schott, examined all 
the Jab projection data and 
concluded that 112,009 US 
workers will be dislocated by a 
Nafta, bat 180,000 net new jobs 
wfil be created. The ootlobk for 
unstated workers fa "bleak”, 
they say. 

The. Bush administration and 
the large US companies push¬ 
ing for the Nafta envisage a 
marriage between US technol¬ 
ogy and Mexican labour creat¬ 
ing products competitive wife 
any produced in Asia or 
Europe. They suggest that the 
US mil get "good'* high-wage 
skated jobs because its work¬ 
force fa more educated, while 
the manual or mass production, 
fobs wifi go to the cheap labour 
In Mexico. This sidesteps the 
fart that many of the "good” 
manufacturing jobs also will 
go acruth. 

The pra-Nafta forces argue 
that companies In search of 
cheap labour might, without a 
Nafta, move to Asia; Mexicans, 
at least, show a preference for 
US Imparts. “With or without s 
Nafta, law-wage workers in 
many rectors of the US econ¬ 
omy will continue to face 
strong competitive pressures 
from abroad,'' say Messrs Huf- 
bauer and SiftBtf 

Far this reason. Democrats 
is Congress will withhold 
approval of the agreement 
unless it is aaoompanied fay a 
significant job training pro¬ 


pact, and a commitment an 
tonding. They are unimpressed 
by plans for a new training 
scheme from the administra¬ 
tion which has repeatedly cut 
hack current programmes. 

The admbnstraiMtt last year 
also premised to agree a joint 
'faction plan” with Mexico on 
labour rights, including 
improved working conditions; 
child labour laws and health 
and safety measures. Much to 
the disgust of many Demo¬ 
crats, all that fa expected to 
emerge fa a fact-fiiKfing plan, 
like a study of Mexican labour. 

This will provide ammuni¬ 
tion for the AFL-CIG and its 
allies in Congress, who say 
that they wzU support only 
“the right kind of Nafta”. By 
that they mean one that has 
Mexican agreement to allow 
unionisation free of the kind of 
government control which has 
suppressed Mexican wages. 

"ff toe collective bargaining 
system does not function, 
Mexico will mafrttBj n its tew 
wage advantage for a genera¬ 
tion or more ” said one US 
onion official. He cont e nded 
that unless wages are permit , 
ted to rise to create a large 
middle class then Mexico will 
not develop into a c onsum er 
market capable of supporting 


losses can be traced to the bad 


Mr Sheldon Friedman, an 
AHrCIO economist sees the 
Nafta as an attempt hy the 
^uinistratkm to hj§p the US 
rtl cmnpaniea -get their fort in 
the door” in Mexico and to 
help US banks recover their 

Ih<1 Luk. 


Canada to extend patent 
rights on brand-name drugs 


By Bernard Simon tn Toronto 

CANADA has abandoned a 
controversial policy, adopted 
more than two droadea. ago, of 
forcing brand-name pharma¬ 
ceutical companies to Bsoose 
their products to generic drag 
makers. 

The federal government has 
tabled a fafll lengthening patent 


drug coming on the- market in 
for a modest royalty 

fet Generic nrefidnes are oso- 


. - -— —- ■ ww. uauw 

orand-name competitors^ and 
the government estimates that 
ffiennw legislation will add 
C97Sn (£3St?ml to S125ni to the 
total coat of drug purchases 
over the next See years. 

The two dozen car so 



















Daimler-Benz InterServices (debis): Software House, Financial Services, insurance,' Trading Marketing Services, debitel 


- V. 


Intelligent Synergies Pay Off. 
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When we began to restructure 
the Daimler-Benz Group a few years 
ago, some doubted our success. 

Not everyone recognised the 
considerable potential of the new 
structure. 

But time has shown that our 
move towards an integrated high- 
technology group was the correct 
decision. This is shown not only 
by the trends in our results, but 
also by the fact that our cor¬ 
porate units are working together 
very closely on an increasing 
number of projects. The inevitable 
result is synergy. 


Be it through the integrated 
traffic concept for Greater Berlin or 
through MB CharterWay, a commer¬ 
cial vehicle Contract Hire venture, 
jointly set up by Mercedes-Benz 
and Daimler-Benz InterServices. 

In Intertraffic, a company involved 
in creating integrated traffic 
management systems, all four of 
our corporate units are working 
together to develop new transport 
solutions. 

Such examples illustrate how 
the Daimler-Benz Group is increas¬ 
ingly benefiting from its internal 
high-tech alliances. 


We know that the key to these 
synergies and to our competitive 
strength lies first and foremost in 
the skills, resourcefulness and 
motivation of each and every one 
of our employees. For this we 
thank them. 

We would also like to express 
our thanks to our shareholders 
and customers for their continued 
confidence in us. 

The considerable progress we 
made in 1991 was very satisfying. 

We know that we have a long 
journey ahead of us - a journey 
which is, however, full of promise'. 


Daimler-Benz Group 


(Amounts expressed in DM Millions) 

1991 

1990 

Sales 

95,010 

85,500 

EC Market 

63,350 

55,550 

Germany 

44.443 

36,674 

Other Markets 

31,660 

29,950 

Net Income 

1,942 

1795 

Cash Flow 

7,790 

6,711 

Investments 

9,535 

6,857 

Research and Development 

8.401 

8,193 

Employees 

(at Year-End) 

379,252 

376,785 

Germany 

305,295 

303,404 

Foreign 

73,957 

73,381 


This advertisement has been approved For the purposes of section 
57 (l) of the Financial Services Act 1986 by KPMG Peat Marwick 
who are authorised under that Act by the Institute of Chartered 
Accountants in England and Wales to carry on investment business. 
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Daimler-Benz AG, P.0. Box 800230, D-7000 Stuttgart 80, 
Federal Republic of Germany 


The corporate units of Daimler-Benz: Mercedes-Benz, AEG, Deutsche Aerospace, Daimler-Benz InterServices (debis) 
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Maxwell trusts hold MGN shares 


By Andrew Jack 


MORE THAN 10m shares in 
Mirror Group Newspapers 
(MGN) are among the assets 
held by six secretive Liechten¬ 
stein trusts created by the late 
Mr Robert Maxwell, a lawyer 
representing the trusts said 
yesterday. 

The shares appear to have 
been bought by the trusts as 
part of an alleged share sup¬ 
port operation to sustain the 
MGN price last summer. 

But rival claims on their 
ownership mean that Maxwell 


pensioners are unlikely to ben¬ 
efit hum the shares, which at 
the currently suspended price 
of 125p would be worth at least 
£12J5m. 

Mr Kamil Braxator, a lawyer 
with the General Trust Com¬ 
pany in Vaduz, Liechtenstein, 
told the BBC yesterday that six 
trusts created by Mr Robert 
Maxwell hold MGN shares. 

The trusts or stiftungen - 
which he named at a press con¬ 
ference in Liechtenstein last 
week - are Alandra, Baccano, 
Sara, Jungo, Carry and Akim. 

Mr Braxator is currently 


drawing up an inventory of 
assets held by the trusts, and 
sa id there may be other assets 
although they are not believed 
to contain any cash. 

He said the trustees he repre¬ 
sented were keen to return any 
assets to Maxwell pensioners 
but stressed there were rival 
claims on the ownership of the 


Separately, it emerged that 
the MGN shares were pledged 
to banks as collateral for a 
series of loans, and are likely 
to be claimed by accountants' 
at Arthur Andersen, adminis¬ 


trator to the private Maxwell 
business empire. 

In March, Andersen said it 
had discovered 10m in MGN 
share purchases funded 
through the private companies 
In May last year and a further 
10m in. June. That lifted the 
proportion of MON'S share cap- 
ital . claimed by the administra¬ 
tors ftom 51 per cent to 54JJ per 
cent 

It Is believed that money for 
the share purchases was pro¬ 
vided through a Swiss trust 
called Serves and a OS com¬ 
pany called TIB, and the trans¬ 


actions were carried out by 
Goldman Sachs, the US Invest¬ 
ment bank. 

-Most of the shares appear to 
have been deposited with 
Akhn, one of the Liechtenstein 
trusts, but were then pledged 
to banks as security against 
further loans to prop up the 
ailing Maxwell empire. 

The MGN purchases are in 
addition. to separate alleged 
share support operations con¬ 
cerning Maxwell Communica¬ 
tions Corporation, which are 
being investigated by the Seri¬ 
ous Fraud Office. 


Opposition MPs likely to 
obstruct Maastricht bill 


Nadir may face only 
16 out of 60 charges 


By Raymond Hughes 


By Alison Smith 


SENIOR MPs in the opposition 
Labour party are expected to 
vote against any attempt to 
curtail debate on the bill 
endorsing the Maastricht 
treaty, adding to government 
difficulties on getting the legis¬ 
lation through Parliament 
A decision by Labour to 
oppose any move by the gov¬ 
ernment to limit scrutiny of 
the bill by Parliament could. 
Jeopardise the prospect of com¬ 
pleting the legislation at alL 
In the worst case scenario, 
the choice for the government 
might be between losing the 
bill simply because of the 
length of Parliamentary time 
taken for debate, and losing it 
after trying and falling to push 
it through too rapidly. 

Some opposition spokesmen 
are acutely conscious that any 
move by Labour to obstruct 
the bill would have widespread 
and negative repercussions on 
the party’s position with Its 
European counterparts - par- 


A European constitutional co nven tion to explore ways of 
transforming the European Community into the equivalent 
of a modem parliamentary democracy was proposed yester¬ 
day by the liberal Democrat party. 

Britain’s centre party is committed to s up p orti ng Maas¬ 
tricht, but Mr Faddy Ashdown, its leader, accused Labour 
and the Tories of “a conspiracy" to stop debate on the treaty 
In the House of Commons. He said politicians had failed “to 
make the process of Maastricht, and the Ideas of the new 
Europe, live in the hearts and mfaifa of our citizens”. 


ticularly if the move proved 
effective. 

The balance of opinion, how¬ 
ever, is that tiie task of secur¬ 
ing the bill is a problem for the 
government and not one where 
the opposition should give 
them an easy time. 

Focusing tie party's opposi¬ 
tion, on the handling of the bill 
rather than cm its substance Is 
also seen as offering Labour 
the best way of causing diffi¬ 
culties without compromising 
its pro-European stance. 

Already more than U20 
amendments to the btH have 
been proposed for debate, 
together with more than 30 


new clauses. It will be for Miss 
Betty Boothroyd, the Speaker, 
to choose which should he 
debated when the bill is dis¬ 
cussed in the autumn. 

The amendment most likely 
to create common ground 
between Tory rebels and oppo¬ 
sition MPs is still seen as one 
proposing a referendum on 
Maastricht 

Mr John Smith, the odds-on 
favourite to be the next Labour 
leader, ban publicly m»id that 
he opposes the Idea, but some 
elements in the party believe 
that support for such a move 
offers the best chance of keep¬ 
ing Labour united over the bUL 


MR ASH NADIR, former 
chairman of Folly Peck Inter¬ 
national, may have to answer 
only 16 of the more than 60 
criminal charges brought 
against him when his trial 
starts next March. 

Mr Robert Owen QC, counsel 
for the Serious Fraud Office, 
said in the High Court yester¬ 
day that the provisional indict¬ 
ment contained 16 specimen 
charges of theft against Mr 
Nadir and three of felae 
accounting against his co- 
defendant, Mr John Turner, 
PFI group chief accountant 
. “At present it is a provi¬ 
sional selection but we expect 
the Indictment to be of that 
order,” he said. 

He referred to the indictment 
when applying successfully for 
leave to seek judicial review of 
tim decision of the trial judge, 
Mr Justice Tucker, on June 8 
to throw out 46 charges against 
Mr Nadir alleging the theft of 
£mi5m from PPL 

Mr Owen said the judge had 


If there were an Olympics for innovation 
we’d have quite a track record ourselves. 





.For dust-free Scotch Masking Tape. Doesn’t damage 
j. the paintwork. 


Scotch Tape. The fra cetonhane 
sticky tape. 


Underseal Coating. Prevents car 
corrosion and reduces noise. : 


Scotchftte Reflective Matenal 
Improved wsfcity far traffc signs. 



1; : w 







Scotch Magnetic AutSo Tape. The first 
cxrnrnfiraaSy acceptable tape. 


j g c atehBard Protector. Protection 3M Video Tape The wortcfsfest 
for carpets and upholstery- oommere ia f wdeo tare ' 


commercial wdeo tape 


sugeal-tape 


Ste&SWp SWn Closures Hold a 
wound dosed without stitches. 



Sten-Draoe Surreal Sheets. Sterie 
and deposable. 


Tredtlhe first ever 
ebc running track 


Dispose Face Masks.Worldwide' 
respiratory protection 


Paper Treatment 


DataCartrids 
Revolutionised corr 




Fane Barrier Sealant Expands on Swlriiast Casting Material Stronger Pbst-it Notes. Reposifionable Optical Dido. One can store as mu 
heat to seal off fires than plaster casts; 50% fighter. yeflowsfekv notes for messages. information as an enqdopetfia. 



ier. Accurate dose 
"inhaler triggered by 
breathing. 


Hot Mett Fibre Optic Cable Connector. 
Fast and easy eomectons for fine 
optic cables. 


icotchstiek] 3 Window Film, 
tratter-resistantandregilates 
heat winter and summer.- 



Currently in test A non-sip 
coating to impfwe grip on 
©mnasium equipment 


These are just a few of60,000 innovative products from 3M. From heart-lung machines to fbst-it notes. From everyday 
Jife to the Olympic Games. All malting a difference to people’s lives throughout the world. 


Britain in brief 




Government 


inspectors inaccurate, emotive 
and misleading. 

He says the Revenue only 
refuses to accept tax returns 
sent to it in just over 2 per 
cent of cases and denies that 
Inspectors have to meet indi¬ 
vidual targets which might 
encourage them to pursue 
■ investigations. 


taSungZught -rf 

problems: 

lone-term strategy Ior * 
aMe water resource; 
Implementing a 
system for water abstraction 
by April next year._ 


to publish 
secret papers 


Rail union 
seeks regulator 


Circulation of 
cash slows 


made an error of law which, if 
allowed to stand, would, he 
said, amount to “a fraudsters' 
charter". • 

He said that on Monday tim 
judge had allowed the SFO to 
substitute 44 other charges, 
alleging thefts from Unipac, 
PPrs Turkish-Cypriot subsid¬ 
iary, for the dismissed charges. 

Ten of the present proposed 
specimen charges came from 
the substitutes. 

Mr Owen said If the SFO 
won on judicial review, and 
had the dismissed charges 
restored, the specimen charges 
at trial would all relate to 
alleged thefts from PPL 

Mr Justice Tucker, who said 
there was no doubt Mr Nadir 
was authorised by FPI to make 
transfers, decided that the 
transfers in question had been 
merely preparatory acts not 
Involving misappropriation. 

Mr Justice Tucker added, 
however, there was evidence 
that the subsequent with¬ 
drawal of the funds from the 
Unipac and 1BK accounts bad 
been unauthorised. 


The government stgnaBed its 
determination to open up 
Whitehall to greater public 
scrutiny with the announce¬ 
ment that secret intelligence 
papers would no longer be 
withheld automatically Gram 
publication u nd er the 30 -yoar 
role. 

Mr William Waldegrave, the 
public service minister in 
charge of the prime - minis ter’s 
drive for more open govern¬ 
ment, told BBC Radio 4*8 Anal¬ 
ysis programme-that some, 
documents relating to top 
secret Joint Intelligence Com¬ 
mittee (JIC) could now be pub¬ 
lished. 

Mr Waldegrave also 
announced that he would soon 
publish a policy document on 
open government. This would 
include plans to sweep away 
more than 160 unnecessary 
restrictions on the-release of 
government information. - - 


The leader of Britain’s largest 
rail union has* demanded the 
establishment of an “OfTail” 
organisation to regulate rail 
feres if a campaign to halt pri¬ 
vatisation failed. 



Bank of England JJ* 

terday disclosed a sharp sfow- 
dovm to the growth.of bank 
notes and coins to circulatHJ£ 
during June, adding to evi- : 
S ot ix^tradmsoonil- 
tfons in Britain’s high Greets. 

The Bank reported that 
banknotes to circulation 

increased by only 0.5 P« cent 
in the week to June 24 com¬ 
pared with the equivalent 
week of 1991, following a 0B 
per cent annual Increase to the 
previous week. 


Council backs 
university 


Competition bid 
in drink market 


The government announced 
further moves to increase com¬ 
petition in the £L3bn carbon¬ 
ated drinks market. 

Mr Nail Hamilton, corporate 
affairs minister, asked Sir 
Bryan Carsberg, director gen¬ 
eral of fair trading, to secure 
under taking s from Coca-Cola & 
Schweppes Beverages (CCSR) 
and Britvic, the industry lead- 
era, to end r est r ictive or exclu¬ 
sive supply agreements with 
pubs and other leisure outlets. 

The action follows consulta¬ 
tions between the department 
of trade and industry and the 
companies after a Monopolies 
and Mergers Commission 
investigation last year. 


However, Mr Jimmy Knapp, 
general secretary of the RMT 
transport union (above), told 
his union's annual conference 
in Llandudno, that privatisa¬ 
tion was Inevitable. 

“The biggest advantage we 
have is that the government 
don’t know how to proceed - 
they haven’t got a clue. They 
have got no answer to the tech¬ 
nical problems and commercial 
difficulties." He promised a 
vigorous campaign to mobilise 
public and political support, 
saying industrial action could 
not be ruled out 


Lincolnshire County Council 
will provide £lQm as the tat 
tial financing for the develop¬ 
ment of a new university in 
Lincoln, eastern England. 

No ttingham Polytechnic has 
been chosen to supervise the 
opening of a university college 
in the city by 1996 and then to 
manage the college so that It 
will grow into an independent 
university by the early years 
of the next century. 

"We now have a fighting 
»jiaww» that Lincolnshire will 
get its own university," said 
Mr Arthur Ridings, the coun¬ 
ty’s director of education. 


Borzello seeks 


Rivers body to 
act on costs 


Tax officials 
defend tactics 


The Inland Revenue has 
launched an unusual public 
defence against accusations 
that its investigation tactics 
are unfair to taxpayers. 

In the latest Issue of Taxa¬ 
tion, the weekly tax magazine, 
Mr Keith Deacon, director of 
operations for the Revenue, 
calls recent criticism of its 


The National Rivers Authority 
intends to recover more of its 
costs from those who benefit 
directly from Us work and to 
reduce its dependence on gov¬ 
ernment g r an ts, according to 
its latest corporate plan. 

The plan from , the rivers 
watehdog: sets out key priori¬ 
ties for protecting and improv¬ 
ing the water environment in 
England and Wales up to 1996. 
It defines dear targets over 
the next, two years for the 
NRA’s main functions - water 
quality and resources, flood 
defence, fisheries, recreation. 


press review 

Mr Bob Borzello, who submit¬ 
ted more than 125 complaints 
against the press to the old 
Press Council, is to try to take 
the Press Complaints Commis¬ 
sion to judicial review. 

" Mr Borzello has instructed 
solicitors Stephens Innocent to 
begin judicial review proceed¬ 
ings against the commission - 
which succeeded the Press 
Council - because It will not 
in most cases accept “third 
party” complaints. 

The commission usually only 
accept complaints from those 
directly effected by an article. 
Mr Borze&o, chairman of Cam¬ 
den Graphics, a graphic arts 
publishing company which 
once edited a popular newspa¬ 
per in the US, has specialised 
in complaining about alleged 
derogatory references an racial 
or social minorities in newspa¬ 
pers. 


In 1935, you'd have to wear 5 stars to get 
this kind of welcome. These days, you can get it, too, 
even without the 5 stars. 


You will be charmed by the 
remarkable staff selection for 
the MacArthur dub, for they 
combine the charm and de¬ 
dication to service and comfort 
The Manila Hotel has been 
famous for throughout five 
world for almost 80 years. 

But, of course, foe 
MacArthi 


It includes a private check-in 
and check-out, complimentary 
breakfast laundry, ary cleaning 
service and, on request, a 
personal fax in your room. 

Plus, the fastest way to get 
around: a helicopter service. 

With all these, we suspect 
even the* CZa neral 


service is 
justpeop] 



lave 

wed. You 
ild, too. 
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Stores face 
new Sunday 
trading bans 


By Robert Rica, AUaoo Smith, 
JohnThornhffl and . 

Beflian Hutton 

HUNDREDS of. home 
improvement stores and super¬ 
markets in England and. Wales 
could be forced to dose on 
Sundays from this wedcoid fid- 
lowing a ruling yesterday by 
the Law Lords, Britain's most 
senior judges, which gives 
back to local authorities the 
power to enfilade the Sunday 
trading laws. 

The House of Lords over¬ 
turned a 1991 Appeal Court rul¬ 
ing t hat councils wore not enti¬ 
tled to injunctions banning 
Sunday opening unless they 
undertook to compensate 
stores for loss atprofits in’the 
event' 1 of the lflSW Shops Act 
being held incompatible with 
European law. The European 
Court of Justice Is expected to 
rule on the English Sunday 
trading laws in October. 

The Appeal Court ruling had 
made the Shops Act* which 
governs Sunday trading, virtu¬ 
ally unenforceable. Before the 
ruling, councils had obtained 
hundreds of injunctions to 
enforce Sunday closing on 
major chains. 

In a twist to the Sunday trad¬ 
ing battle, the Law Lords also 
said that in the event the 
Shops Act being declared 
incompatible with EC law, it 
was the UK government and 
not local authorities which 
would be liable to compensate 
the stores fin: lost profits. 

The immediate reaction from 
UK ministers was that the 
decision underlined the need 


for the government to act 
quickly once the European 
court has ruled In the autumn. 

Although the threat of hav¬ 
ing to pay compensation 
appeared to have come as a 
su rp r is e, ministers pointed out 
that it would still be for local 
authorities to decide whether 
to seek injunctions. 

- KltMees, one of the councils 
involved in the test case, wel¬ 
comed what it called a "his¬ 
toric ruling 0 , adding; "Now 
that the position on injunc¬ 
tions has been clarified we will 
be writing to certain compa¬ 
nies asking them to comply 
with the law." Most councils, 
however, were taking a cau¬ 
tions stance an the Lards’ rul¬ 
ing. "This fe local govern men t, 
you know, 1 * said orid official 
asked if Injunctions would be 
in place for the weekend. 

Wlckes, the home improve¬ 
ment chain in the test case, 
said it would stm be opening 
most of its 65 stores this Sun¬ 
day. “If local authorities 
choose to proceed [with injunc¬ 
tions} Jobs will be lost, adding 
to unemployment and mnunrui 
of pounds of taxpayers’ money 
will be wasted," it said. 

Big supermarkets, such as J. 
Salnsbury, Tesco, Safeway and 
Asda, which have been even¬ 
ing superstores every Sunday 
since Decembs, were wary of 
commenting before studying 
the fine print of the judgment 
However, in the absence of 
injunctions against specific 
stores, it seemed likely that 
most of the big chains would 
continue to trade seven days a 
week at selected locations. 


* Consortium 
may launch 
RiverBus bid 

By Richard Tomkins, 
Tr an sport Correspondent 

A CONSORTIUM of public and 
private interests is on the 
brink of launching a bid to 
rescue RiverBus, London’s 
loss-making Thames passe ng er 
service, from closure. 

The Rtverbus Is due to dose 
next Tuesday following the 
q«anri»l collapse of Olympia 
& York’s Canary Wharf prop¬ 
erty development, which had 
subsidised It. 

The administrators of 
Canary Wharf have refused to 
underwrite River Bus’s losses 
I beyond the end of June. This 
mfMMs the company is due to 
become insolvent mid dose at 
midnig ht on Tuesday. 

A consortium, however, of 
interests in London's Dock¬ 
lands Is dose to agreeing on 
proposals to inject £300,000 
into the company to keep it 
going for three months while 
attempts are made to save it. 

The consortium Is led by the 
London Docklands Develop¬ 
ment Corporation, the state- 
owned body charged with tiu 
regeneration of Docklands. 
Members include the Canary 
Wharf' administrators, the 
Peninsular & Oriental Steam 
Navigation Company, several 
| large Docklands businesses, 
and local authorities in the 
Docklands area. 

The consortium wants the 
RiverBus to survive because it 
is an important transport link 
between central London and 
Docklands. 


Texaco halts 
relocation to 
Docklands 


By Vanessa Houklar, 

Property Correspondent 

TEXACO, the International oil 
company, yesterday threw into 
doubt its relocation to Canary 
Wharf by announcing that its 
staff would not move to the 
insolvent office project in Lon¬ 
don’s Docklands in August, as 
planned. 

Texaco said it was .delaying 
its move because of the uncer¬ 
tainty on several aspects, par¬ 
ticularly the office environ¬ 
ment and services required 
inrifft* «nd outside the build- 


Jfcs concerns are believed to 
include the future of the Jubi¬ 
lee r.ine extension and the rfv- 
erbus service. Negotiations 
with the project’s administra¬ 
tors are continuing. 

Mr Glenn Tilton, Texaco 
chairman, said: “I must empha¬ 
sise that we are determined to 
ensure our relocation Is con¬ 
ducted at the right time, in the 
right way and on the right 
terms. Nothing less will do." 

Texaco’s 1,000 staff will 
remain in their existing offices 
in central London. 

Texaco is the second promi¬ 
nent tenant to reconsider its 
move to Canary Wharf. Last 
week American Espress said it 
would not move there unless 
Olympia & York met its con¬ 
tractual obligations. Docu¬ 
ments filed in a US bankruptcy 
court showed that O&Y owed 
American Express £22m on 
May 28 when Canary Wharf 
went into administration. 


Ptacograpti by A»W*y Atfwood 

Side by side cm Sunday: but will Camden, north London, still 
be able to cater for the soul and the larder this weekend ? 


Oftel to 
investigate 
cellular 
phone trade 

By UtcNyo Nafcwnoto 

THE UK’S Office Of 
Telecommunications (Oftel) 
has launched an investigation 
into alleged unfair practices by 
the big cellular phone network 
operators, Celine t and Voda¬ 
fone. 

Oftel’s investigation comes 
in response to a complaint by 
T alk! an d International, an 
independent cellular phone ser¬ 
vice provider which is 61 per 
cent owned by Campagnie Gen¬ 
erate des Earn, the French 
water company. 

The complaint highlights 
concerns about the lack of 
competition in the UK cellular 
phone market where there are 
currently only two network 
companies - CeUnet and Voda¬ 
fone. BT and Securicor have 
stakes In Celine t. Vodafone 
owns the Vodafone network. 

The network operators are 
not allowed to offer their ser¬ 
vices directly to consumers but 
are required to do so through 
service providers. 

Talkland claims the network 
operators crossonbsidise their 
own service providers and 
a h n«w thrfr market dominance 
by imposing unfair terms on 
Independent providers. 


LLOYD’S OF LONDON 


Insurance losses prompt 
wage cuts and share sales 


By Richard Lapper 

THERE WERE two signs 
yesterday of retrenchment 
among professionals at the 
Lloyd’s of London insurance 
market, where record losses of 
£2.06bn were announced on 
Wednesday. 

In a radical move, AJ Archer 
Holdings, one of the largest 
agency groups at Lloyd’s, 
which manages 10 of the mar¬ 
ket’s 278 syndicates, 
announced a 10 per cent 
across-the-board salary cut for 
underwriters. 

Separately, Steel Burrill 
Jones, the insurance broker, 
confirmed that two of its direc¬ 
tors had sold shares partly in 
order to pay Insurance losses 
at Lloyd’s. 

At Archer, Mr Chris Burton, 
joint managing director, said 
the pay cut was “a positive 
step on behalf of Names. 
Underwriters should share 
with the fortunes of syndi¬ 
cates." 

Archer underwriters 
are paid an average of 
more than £100,000 per year, 
although they also obtain 
substantial extra benefits 
in the form of pension con¬ 
tributions. 

Archer has followed the 


■An extraordinary gan> 
era! meeting requested by 
Names will be held on 
Monday 27 July at Lloyd’s 
City headquarters 
■ Mr David Coleridge, 
Lloyd’s chairman. Is 
scheduled to appear 
before a joint meeting of 
the Tory backbench 
finance and Industry com¬ 
mittees on July 14 

example of other large agen¬ 
cies in c ludin g Octavian Group, 
which introduced a 10 per cent 
cut for its senior underwriters 
in April, while other agencies 
have frozen salaries. 

Figures released last year 
showed that over a third of 
Lloyd’s und e rw r it e rs received 
more than £100,000 in 1987, the 
last year Lloyd'S as a whole 
reported profits. 

Mr Paul Archard, chairman 
of Lloyd's Underwriting 
Agents Association, said wages 
accounted for between 25 per 
cent and 30 per cent of 
syndicate costs and that 
increasingly agencies were 
tending to reduce basic 


salaries and increase the 
amount offered in profit com¬ 
mission. 

At Steel Burrill Jones, Mr 
Tony Keys, finance director; 
and Mr George Boden, chief 
executive, have sold 100,000 
5BJ shares - worth about 
£300,000 - partly to meet 
losses at Lloyd's. 

Both are members of loss¬ 
making syndicates - which 
are involved in "spiral" rein¬ 
surance business - reinsuring 
the high level catastrophe 
exposures of syndicates and 
London companies. 

Mr Keys, who resigned from 
Lloyd’s at the end of 1990, had 
a £15,000 share in Gooda 
Walker syndicate 290, which 
has left him with losses of over 
£45,000. 

When Mr David Coleridge, 
Lloyd's chairman, appears 
before a joint committee of 
MPs next month they will have 
the opportunity to question 
him on both the Walker report 
into alleged malpractice and 
the conclusions of a committee 
headed by Sir Jeremy Morse, 
Chairman of Lloyds Bank, on 
measures to strengthen the 
market’s regulation and leader¬ 
ship. 

Details of both reports are 
expected next week. 


She walks all the way to Tokyo. 





Being aJAL flight attendant is no career • need to use the attendant call button. 


for the faint-hearted. Between Europe and 


And if you want to be left alone to work or 


Tokyo, our cabin staff will often clock up over relax, you won’t be bombarded with hospitality. 


8 kilometres on their feet. 


(We believe constant vigilance doesn’t mean 


Making our aisles some of the best-trodden ’’ constant interruption.) 


in the business, and our in-flight service one of 
the most envied in the world. 

Whenever you need something, 
there’ll be someone at your elbow in 


14 k. 


an instant. Chances are you’ll never Japan Airlines 

A WORLD OF COMFORT 


It takes 15 demanding weeks of training to 
become a JAL flight attendant. Fly with us, and 
you’ll understand why. Because at 
36,000 feet, you won’t find anyone 
more on their toes. 
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THE PROPERTY MARKET 


W henever the British 
property industry has 
ventured overseas. It 
has been enthusiasti¬ 
cally cheered on from the sidelines. 

In 1961. for instance, the Investors 
Chronicle magazine declared: 
“Clearly our property groups will 
colonise on a tremendous interna¬ 
tional scale... the British property 
man has no peer." 

Three decades on and a similar 
view still prevails. “There are only 
a few sectors of UK business left 
that can claim to be world leaders. 
British surveyors ... should be 
added to this select group,” accord¬ 
ing to the the Chartered Surveyors 
Survey, published by the Economic 
Development Briefing last year. 

Unsurpris in gl y , these sentiments 
are echoed throughout the industry. 
Mr Michael Aukett, chief executive 
of Aukett, a firm of architects 
which opened a Geneva office in 
19£3, says: “We are five years ahead 
of Europe in terms of business 
parks and office parks” 

Mr John Pelling, president of a 
pan-European association of bund¬ 
ing surveyors states: “In the UK, 
building surveyors are recognised 
as having expertise on problems of 
p.risting buildings and refurbish¬ 
ment. Continental Europe lacks 
that body of expertise." 

Spurred on by their growing 
self-confidence and the approach of 
the single European market next 
year, the number of UK profession¬ 
als working in continental Europe 
has risen sharply in the past few 
years. A plethora of alliances and 
mergers has emerged in recent 
years, adding to the handful of Brit¬ 
ish property-related companies that 
are already long-established on the 
continent 

But like the Investors Chronicle's 
comments of 30 years ago, the 
expectations of some of the British 


Vanessa Houlder on UK surveyors' overseas expansion 

Common pursuits 


firms moving into continental 
Europe are over-optimistic. For 
sure, some companies would proba¬ 
bly benefit from a more cautious 
approach. In most property mar¬ 
kets, local operators rarely give, 
ground to interlopers. The UK prop¬ 
erty industry, Is no exception. For 
all its sophistication, the UK sector 
has more than its share of parochial 
and idiosyncratic elements, which 
often make the skills of British 
property professionals difficult to 
transfer to the continental market. 

This problem of incompatibility is 
hptng compounded by the impact of 
recession, which has checked the 
momentum built up in recent years 
for European expansion. 

Demand for UK surveyors' ser¬ 
vices In Europe has fallen by 14 per 
cent in the past two years, though, it 
still outstrips 1990 levels, according 
to the Chartered Surveyors Survey. 

This downturn may ultimately 
unravel the weaker alliances that 
emerged during the buoyant late- 
1980s. . However severe its Impact, 
the recession is unlikely to force a 
rout on the scale of the cuts experi¬ 
enced in the early 1970s following 
the oil price increases. On that occa¬ 
sion most advisers and developers 
who had gained a foothold in conti¬ 
nental Europe beat a retreat back to 
the UK. 

In spite of these setbacks, proper¬ 
ty-related professions will, continue 
to train their sights on Europe, con¬ 
vinced that this is where their 
future lies. A report on the future of 
the surveying profession commis¬ 


sioned by the Royal Institution of 
Chartered Surveyors last year, said: 
"The UK market must be seen in 
the context of that For Europe as a 
whole..: With the increasing break¬ 
down of barriers it will be necessary 
to look upon Europe, as a whole, as 
part of our domestic market,* it 
said, 

Against this backdrop, the 
inroads made by UK surveyors in 
continental Europe have still been 
modest Just 0.6 per cent of UK sur¬ 
veyors’ £900m annual fees in 1991 
were earned in continental Europe, 

The expectations of 
some UK companies 
moving into 
continental Europe 
are over-optimistic 

according to the Chartered Survey¬ 
ors Survey, while only one per cent 
of the members of the Royal Insti¬ 
tute of British Architects (Riba) 
have branches in continental 
Europe. And out of Riba-affiliated 
architects’ total fee income of 
£1.25bn in 1991, just over half the 
£50m earned overseas was from 
Europe. 

Hit by recession, property-related 
professionals will find it tough to 
regain the momentum for expan¬ 
sion ahead of the barrier-free single 
European market. At least archi¬ 
tects’ skills are mobile; some of 
Britain's best-known architects 


have enviable international reputa¬ 
tions, such as the Richard Rogers 
Partnership, which designed the 
Pompidou centre-In Paris. 

The surveying profession for Its 
part must overcome some daunting 
obstacles. First, there is the prob¬ 
lem of nomenclature: the term 'sur¬ 
veyor' is barely recognised outside 
the UK Moreover, UK surveyors 
often do not have a professional 
counterpart in continental Europe 
where the role of a quantity sur¬ 
veyor, for example, is. often under¬ 
taken by an architect 

Quantity surveyors have little 
currency in Germany, for instance, 
where they are only employed on 5 
per cent of projects, says Mr Alan 
Baker of deeds', a firm of quantity 
surveyors with an office in Ger¬ 
many. “Some [architects!, perhaps 
understandably. Initially see us as 
undermining their role... others 
have always seen the cost control 
function as a necessary inconve¬ 
nience and are happy to hand over 
responsibility to us.” 

The lank of uniformity in survey¬ 
ing qualifications throughout 
Europe is another problem for UK 
firms setting up overseas. The Paris 
office of Gteeds is run by Mr Jean- 
Pierre Pajon, who is bilingual and 
has worked as a quantity surveyor 
in both France and the UK This 
combination of language and tech¬ 
nical Kurils Is rare. “Our main diffi¬ 
culty is that we can't transfer Lon¬ 
don staff and French people don't 
have the quantity surveying 
training,” he says. 


For UK firms, entering a new 
market also means getting to grips 
with different planning, legm and 
architectural conventions. Shoe 
homing our system onto their sys¬ 
tem doesn't work," says Mr John 
Gregory, a partner of deeds. 

The lesson is that every country 
is different. One must not go into a 
country and upset the status quo 
and disrupt what they have done 
for generations," says Mr John Bry- 
den of Gardiner & Theobald, a firm 
of quantity surveyors. 

In time, the differing practices in 
Europe may converge, possibly 
under a common EC-inspired code. 
An increasing flow of p lannin g ini¬ 
tiatives in coming out of Brussels, 
rather than Westminster, says Mr 
Tony BaMry, UK environment min¬ 
ister. This should aid harmonisation 
of skills and qualifications. “EC 
involv em e nt In planning and devel¬ 
opment has been likened to an 
incoming fid**- That tide shows no 
sign of ebbing," says Mr Baldly. 

In a move designed to influence 
the debate on harmonising prac¬ 
tices, the Royal Institute of Char¬ 
tered Surveyors (BIOS) is opening 
an office in Brussels in the autumn. 
RICS is concerned that weltorgan- 
ised and large pan-European group¬ 
ings of, for instance, lawyers and 
management consultants will - 
through lobbying - exert a dispro¬ 
portionate infl uence on setting new 
standards and codes of practice. 
Surveyors, because of their tradi¬ 
tional lack of natural alliances in 
continental Europe, could be left 
out In the cold, RIGS fears. 

The institution's goal is to ensure 
that surveyors play a leading part 
in harmonising practices within 
Europe's property industry. “We are 
trying to position UK chartered sur¬ 
veyors as leaders," says Ms Mar¬ 
ianne TTsser, head of the European 
section of RICS. 
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A positive turn 


I n spite of a slight lengthening 
of yields and continued down¬ 
ward pressure on rental values, 
the Investment Property Databank, 
an Independent research group, 
recorded a positive total return, of 
0-S per cent for May. 

The aggregate equivalent yield 
rose to 9.8 per emit, largely the 
result of office yields moving to an 
all-time high of 10 J. per cent 
Tt is clear that total returns are 
becoming more and more depen¬ 
dent upon the buoyancy of Income 
streams, as both rental and capital 
values continue to decline,” IPD 
says. It added that in the central 
London office sector, which Is the 
worst hit in the market, more than 
70 per cent of premises are cur¬ 
rently over-rented and by an aver¬ 


age of more than 35 per cent. 

However, the longer term picture 
is improving, IPD says. For the 
year ending May, total returns 
Improved to 2 per cent, whi te the 
fan in capital values was cut, from 
- 6.9 per cent for the year to April to 
- 5.7 per cent for the year to May. 
Rental values for the year ending 
May showed a slight improvement, 
to -6.1 per cent 

The retail sector outperfor med 
the industrial sector for the fourth 
consecutive month, with retail ^ 
warehouses proving the most nota¬ 
ble target of investment 

Industrial year-on-year returns 
have fallmi back to their January 
level, while retail results continue 
to Improve. Office returns remain 
the lowest of the three rectors. 


INTERNATIONAL PROPERTY 


Where will your company be 
when Europe grows together? 

On the outskirts or right at the centre? 


We are currently building 
EURO CENTRE 
DiiSSELDORF-NEUSS 
a prestigious business park with 
integrated hotel and restaurant 
complex situated in an area of high 
tech and fashion companies within 
easy reach of Germany's densest 
network of autobahns, raHways and 
the Dusseldorf and Cologne Air¬ 
ports as well as the industrial fairs 
of DQsseldorf, Cologne and Essen. 

A total of 540.000 sq.ft (smaller 
sizes possible) of state-of-the-art^ 
offices are waiting for your decision 
to move into the centre of economic 
power and opportunities.. 

For further details contact Dr. 
Gabriele Notte of BAST-BAU at the 
address below. 



BAST-BAU Central Administration 
Niermonnsweg 11-W-4006 Erkrath-Germany 
Phone (from UK) 01049- 2 If - 25 03 - 2 02 
fax (from UK) 01049 - 211 - 25 03 - 5 32 


BUILDING THE FUTURE 

BAST-1 



COMPANY NOTICES 


ENGELS-HOLLANDSE BELEGGINGS TRUST N.V. 
(English and Dutch Investment Trust) 

Ert w bHsherf in Amsterdam 

HEKKBV GIVES NOTICE (bat tt baa rented the MM* notHfeatiaa safer Ike Uuad 
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HOLIDAYS & 
TRAVEL 



Bedrutt's Patece Hofei St Moritz 
Tel: 01041/82/21101 
Fax: 082/3 77 39 


ART GALLERIES 


KUNSTMUSEUM 

AND 

KUNSTHALLE 

Basef/Swf Coals ad: transform 
Picture Object Sculpture In 
the 20ih century 14.6. - 
27.9.IW2. Daily 10-17 h. 


MARTVN OtWeOflV Painting* ot iho China 
Cota WO-tmu Until 3 July. 34 Bun St 
St Ainas’* London 3WI TaL DTI 03a 3731 



ENSO-GUTZEITOY 

(iocorpomttid with Bmitetl 5*b&ty 
■ <n The dwpubHo of FinUfid) 

UA $70,000000 
Boating Rate Notes due 1984 
In accordance with the terms and 
conditions of the Notes, notice is 
hereby given that , lor the period 
29th June. 1992 to 29th December, 
1992. the Notes win bear interest at 
the rate of 44126% per annum. The 
interest payable on the relevant 
interest payment date. 28th December. 
1992 against Coupon No 3 will ba U.S. 
SI .121.51 per U.S. 550,000 nominal. 

Agent Bank 
ROYAL BANK 
OF CANADA 


LEGAL NOTICES 


NoU» of Appoiauacm of John Adminfetmtei 

ftr o rim 

CLAN STUDIOS LOOTED 
RutSmiud aamban 1523630. ftknra of 
awiOBUK LidwtnpMc PUsnukacm. Tnuk. 
a«u Ideations 10 . Duo of app^wmont of 
Adatntamdv. Room* is J™, ISM. Nmnt 
aTfera appointing Ik oUaboith, iwcshwoj 
Midland Bank Pic. N1 Voo*M and C J Hnjbn. 

AtMnbaain* RacnWsu. Officn Holder 

Not: £09 and 20«. MWIUnnHnx. 


PERSONAL 


PUBLIC 

SPEAKING 

Training and 

speechwriting by award 
winning speaker. First 
lesson Tree. 

Tel: (0727) 86II33. . 


FIRST-TIME 
ESTATE ACREAGE 

Located in Gorgeous Upper 
Michigan. U.SA 51 beautiful¬ 
ly-wooded acres-unsurpassed 
2850* + frontage on U.S. 41 
w /County road access Hotel, 
Condomfrwm Sites, Business 
Opportunities. 

Cenftny 21 Etime Realty 

906 228 5230 
Contact Kim Stffle 
Phone/Fax 906 475 6249 


GERMANY-NUREMBERG 
FACTORY 

sid modern on highway 
Nnnanbcu/Wfiribiug- 73P00 aq.fi. 
naabUi Door apneo. 3,370 sent jhrmi. 
ndHzable. Easily eqttipaUe. ExcL 
fimuahed. 5 9,4 Mao. For Sals by I. 

ereifgnge. 

TcL +49-9123-/4523 
Pax.+4 9-9123-14527 


Northern 
France 
Paris 115KM 


Unrivalled development 
opportunity for an 
international hotel/ 
conference centre at a 
16th Century chateau in 
30 acres of grounds. 
Consents for 120 beds 
and conference facilities. 
Price guide 3.2 million 
FFR. 

Full details contact sole 
agents G.A.K. Williamson 
& Associates, French 
Property Consultants, 
Alresford, England. 
Tel/Fax UK 0962 734999 


S' PRINCIPALITY ^ 
OF MONACO 

For Rent in Centrally Located 
Premises 

VARIOUS 

PRESTIGIOUS 

OFRCES 

Entirety finished, air-ccncSfioned 
wflh parMhg space and osflsrs 

For further details please contact 

A.GJLD.I. 

E.RJ. Commefriat 
7 and 9 Boulevard das Moulins 
MC 98000 MONACO 
Tel (33) 93 50 60 00 
Telex 479417MC 
k Fax (33) S3 50 19 42 J 


CARIBBEAN RIVIERA 
DUTCH ST. MAARTEN 
Magnificent 140+ acres on 
Caribbean with 4,100 ft- beach 
frontage and shore-line. 
Purchase all or part of property. 
All licenses & permits in place 
to develop & operate Hotel and 
Casino, Commercial or 
Residential Development, 
and/or Golf Course. Master 
Plan available. 

Inquiries: 

ISM REAL ESTATE 
P.O. BOX 140597 
Coral Gables, FL 33114 
Phone:305-854-2415 
Fax: 305-856-1059 


For rent in Milan, 

FINANCIAL CENTOS, NEAR 
Turati UNDERGROUND STOP, 

PRESTIGIOUS OFFICE, 

300 SQUARE METERS 

+ GARAGE + EXTERNAL 
PARKING SPACE. PLEASE 
call: Lugano (CH) 
+41/91/23.78^6 
OR NfBJM +39/2/6682408 


The Guide to U.K. Property 

The Financial Times proposes to publish this 
Guide on 9th October 1992. For editorial 
synopsis and advertising details, please 
contact: 

Peter Shield on 071 873 3284 or write to him at the 
Financial Times No One Southwark Bridge, 
London, SE) 9HL. 


rv» Tvtrernc tip n T tom Lw? l TP ff p ? f ri ‘ ,a f T liwhftf 

BEECHEN GROVE 

WATFORD 

Office Development. 

Pre-Let Available. 

30400 sq ft Net 
130 Car Parking Spaces 
DeuQed Planning Consent Achieved 
To Be Bmh To Agreed Specification 
For further details apply :o 

DAVID LEWIS & COMPANY 
9 HANOVER STREET LONDON WlH 9HF 
TELEPHONE: 071-409 2377 FAX: 071-4S1 0813 


TAUNTON 

Motorway 
warehousing 
£1 per sq ft 

up to 140,000 sq ft 
plus open storage 
Short term lets 
available 



Buckingham Palace 
Road, SW1 

Period offices overlooking 
quiet gardens. Suites from 300 
sqft - 3500 sqfL New leases. 
Very competitive terras. 

TcL 071 4*004 Ref MD 


MORTGAGES 

fin fjtv mww - Ml and T wIubAiI 
Properties « prime rates 5/10 
years. Interest only. Mortmain 
loan £1 million. Apply to: 
HIRSCH Europe's leading Finance 
Tiininhuiu. 

HIRSCH MORTGAGE WTL, 

3 Park Place, London SW1A 1LP 
Tel: 071-6295051 Fkc 071409 0419 


FREEHOLD OFFICES IN 
VICTORIA 

’ No More Rent' • 

“ No More Landlords * 
* 20 Parking Spaces “ 

4 >100-7.000-11 /WO sq ft 
Bax NoA1884, Financial 
Times. Ore Scxjfhwaric 
Bridge. London SE1 9HL 


FOR SALE 

Freehold, Large Modern Factory 
& Yard in Birkenhead 
10,000 sq ft under cover plus 
extensive yard and gantry crane 
Situated on biafy industrial esute. 
AO enquiries to; Bryan Thomas 
Tel: 051 647 3775 


AS A WHOLE on IM.S LOTS 
AYCUffi INDUSTRIAL BSTATE, 
COUNTY DURHAM 

ATTRACTIVELY 
PRICED MODERN 

MANUFACTURING/ 

WAREHOUSE 

COMPLEX 

AND DEVELOPMENT SITE 



208,000 sq. ft. 

Modern single storey hntts 
+4 AcsesDevelopment land. 

Simated 2 miles from the A3(M) 
ai Newton AycSfie. and jnst 7 miles 
north of Dafiogtoo with Intercity 
and Air links dose by.^The region 
qualifies for Central and Load 
GovenDDCflt Incentives. 

Companies on this superb Estate 
indode Flymo. Lyons Tedi^, 3M, 
Sanyo and Fnjitsn. 

Per fUD partkslm contact 
Water Sogfetaa, Property Haase, 
(isterlsfae, Hafiftx, HXI SAS, 


W&Iker Singleton 

■CHART ERLO -S U.R V E-Y 0 RS 


TcL* IG2364311 Fan0422368*30 
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PRIME MAYFAIR OFFICES 

South Audley Street. Superb self-contained office 
accommodation TO LET. Totalling 3,500 sq ft or 
available in suites, 1050, J550 and 900 sq fL Long 
lease or short lets available at rentals averaging 
£23 per sq ft. Immediate possession. 

Apply 071-409 2377. 

RefDL/EW. 




INTERNATIONAL PROPERTY 


AUCTION 


International Auction of 
U.S. Commercial Real Estate 


The Largest Selection of Prime 
Commercial Properties Ever Offered 

This collection of income properties located throughout major 
U-S. markets indudes 30 office buildings, 7 retail colters, 

13 apartment buildings, 9 industrial buildings. S hotels and 
resorts, a movie theater and landmark restaurant. 

Most properties have high occupancy rates and are income 
producing. 

■ Financing available for most properties 

■ VA% Bioko- cooperation offered 

■ Local representatives available for each property 

For more information and a free auction catalogue 
call (310) 399-0777 US.A. & Canada 
(852) 846-5000 Asia (Hong Kong) 

(4471) 493-6040 Europe (London) 9AM to 6PM 
Request Auction Catalogue #6582 
Property Specific due diligence packages (£1251 available upon request 

Auction to be conducted on August 13, 

1992 in Los Angeles, California 


KE N,' N h'DY- VVI LSO.V, IN C. 


Afih Jouqs LflH9 Wbottonua 

AUCTION CONDUCTED BY NENNHDY-WILSON. INC, BROKER 
CKf^rvoid where prohWwd. CjUk^uva will not be moiled to rcsUarisaf any stato 
•rfierf Uit, MJe is prohibited. 

enw jMfrwaw. he 


PORTUGAL - ALGARVE 

Urban development of 25 acres FOR SALE. 
Building permission for 41 lots is granted. 
Unique site on the hill slope overlooking the 
coast of FARO. Rare opportunity for 
developers or investors since Portuguese law 
changed recently. 

Please write to Box no A 1818, Financial Times, One 
_Southwark Bridge, London, SE1 9HL 


/ipMBlSP 




LISBON 

Prime Site 

OB 

Marques de Pombal Square 

All approvals granted 
Offices and retail use 
Areas: Site 1.688 sqm. 

Construction: 

Offices 10,585 sqm. 

5,710 sqm. 


Retail 

Parking 


10,131 sqm. 


/5a 


Tel: 351-1-69 3106 . 

Fax: 351-1-69 31 07 / 65 93 14 




PRESTIGIOUS NAPLES. FLORIDA 


50 ACRE HOTEL SITE 

IN ONE OF THE EASIEST GROWING 
AREAS EV THE LI5. 

Guaranteed play for hotel guests on 


Robert Trent Jones, Sr. & Lee Trevino. 
Zoned for minluinin 350 rooms. 

An outstanding opportunity 
in a unique location adjacent to 
educational, cultural and 
commercial facilities. 

10 minutes from Gulf beaches. 

For Complete Information Call or Fax: “ 
LELY DEVELOPMENT CORPORATION 
PHONE 813/774-5333 FAX813/775-2333 


jk 


GERMANY - NUREMBERG 7 T 

Ofnoe/WarebaoM 

rtkMex foe varied tue. Office 62,000 rq. ft. Wndnuse 119jD0Ojq. fi: . 
3^50 aerea. Modem equip, good location. PmimI anrpwMiwfc, 
oiOizaiioB accord, to agreememi $ U3 Mlo. Bor 5*Je by J. Hoftnafin 
biukfing contractor. 

TeL +49*9121^14523 .. - - . 

__ ‘ Fix+49-9123-14527 


K 
























































































































FlNANGrAL TlMES FRIDAY JUNE 26 1992 


MANAGEMENT 


. X 


IPO 


v 


*■ Tct iC 65 *fcc#td 


? ;*an j 

^"**55^ 

--live 5p.,L™ r 4sfe.| 

S5*s*22N* 




; -WJOflsQ ^j 

■•:—-£a3*%i 

’ :i:r *-.^j 

■•— ^ 

.' ’ ’•*“- ■■ ^—jcn. 




■^ir^aarae 2 

\ talker Sin§fer 


If the pronounce* 
meats from Tokyo 
over the past six 
months were to be 
believed, one 
would think that 
Japanese industry 
was about to drop 
one of its most 
. . vicious competitive 

weapons “product churning’*. 

This Is the practice of launching a 
bewildering flood a£ new and lace- 
lifted products at ever shorter inter¬ 
vals. Its advantages are that distri¬ 
bution. channels are kept {talk con¬ 
sumers are constantly beguiled 
with novelties; and. - most .impor¬ 
tant •- the charnel's competitors 
barely get a-look-in. 

The practice has been followed for 
at least a decade, with growing suc¬ 
cess in markets around the world, 
by Japanese manufacturers of cars, 
consumer electronics, computers, 
semiconductors, air-conditioners, 
and other products. . . 

At the most recent count, modal 
changes, in video cassette recorders 
and air-conditioners have been com¬ 
ing through once every six months, 
and as often as every three months 
in word-processors and cordless 
phones. The result is a proliferation 
of vary similar products and a rapid 
rate of replacement 

The practice of churning has 
required not so much high expend!- 
tore on new product development 
as the ability to design and develop 
new items at remarkable speed. 

Hence the rush by western com¬ 
panies to try to learn from Japan 
how to shorten their new product 
development cycles by improving 
the productivity of their design and 
engineering processes. This can be 
achieved partly by getting groups of 
different technical specialists to 
work more effectively together in 
integrated project teams. 

A few leading western companies 
have gone a long way towards dos- 


@ Companies which 
employ the 2m peo¬ 
ple who currently 
work more than 48 
hours a week in 
Britain have just 
been saved the 
heavy cost of reorganising their 
businesses. At British insistence, 
employment ministers of the Euro¬ 
pean Community have reached a 
deal on the controversial working 
time directive which means in prac¬ 
tice that nothing need, change In 
Britain for at least 10 years. 

Even though British employers 
are off the hook for now, the direc¬ 
tive may, nevertheless, concentrate 
their minds on the issue of working 
time, and pressure is bound to 
increase to cut excessive hours. 

British workers work longer and 
less productive hours than many uf 


Christopher Lorenz says the west is learning the lessons of quick-fire product launches 

Milking profits by churning 



/ . ?... • 


AUo Morita: says Japan should rein back on the Introduction of now products and called on Industry to give less overwhe lmi ng priority than In ttw past to ‘victory in the market place’ 


ing the gap, notably Hewlett-Pack¬ 
ard, Texas Instruments, Procter & 
Gamble and Xerox In the US, plus 
Philips and Rover cars in Europe. 

On product lines such as laser 
printers, HP is at least as fest as its 
Japanese rivals. It is also as good at 
the classic Japanese strategy of 
launching a string of “new” prod¬ 
ucts which are only slight variants 
of the ones they replace or aug¬ 
ment Yet, at a time when most 
western companies are still only 
starting to'shorten their product 
development cycles, and to speed up 
the rate of new product introduc¬ 
tion, the Japanese are hinting that 
they have overdone “product churn¬ 
ing", and will now rein it back. 

Starting in January with Akio 
Morita, chairman of Sony and 
Japan's unofficial trade ambassa¬ 
dor, and quickly followed in Febru¬ 


ary by the Ministry of International 
TTOde and Industry (Miti), there has 
been a series of statements from 
Tokyo that this must be done for 
two purposes. 

First, for corporate financial and 
marketing reasons: to cut develop¬ 
ment and investment costs and 
thereby boost hard-pressed corpo¬ 
rate profitability and dividends: and 
to avoid aggravating incipient con¬ 
sumer resistance to purely cosmetic 
product changes. 

Second, for national, socio-econ¬ 
omic and international environmen¬ 
tal reasons: to reduce the over-use 
of “resources”. By this is meant not 
only steel and aluminium but also 
human beings: the Japanese govern¬ 
ment is under pressure to reduce 
the average working week and no 
one works longer than a Japanese 
development engineer. 


Morita's ruminations were 
intriguing in their combination of 
micro with macro arguments. Call¬ 
ing upon industry to behave more 
responsibly towards aU its “stake¬ 
holders " - not just shareholders, 
but also employees, customers, soci¬ 
ety and the environment - he said 
companies must give less over¬ 
whelming priority than in the past 
“to victory in the market-place". ' 

Various aspects of the Morita and 
Miti clarion calls have been echoed 
widely by company bosses. A 
vice-president of Matsushita, the 
consumer electronics giant, was 
quoted in a Japanese newspaper as 
declaring that “the task for manu¬ 
facturers in the future is to make 
products that have added value and 
a long life". 

In the motor industry, both Nis¬ 
san and Toyota have expressed 


their intention of stretching from 
four to five years the interval at 
which they make significant 
changes in their mass-market mod¬ 
els. To the western eye and ear, all 
this seems like manna from heaven. 
But is it to be taken at face value? 
And can western manufacturers 
now ease up on their panic-stricken 
rash to learn how to “churn” prod¬ 
ucts themselves? 

Common sense suggests that the 
answers to the two questions are 
negative. Japanese companies (like 
German ones) have a habit of mag¬ 
nifying their problems for foreign 
consumption, and waxing lyrical 
about the good Of manMYirt- 

The most authoritative western 
source of expertise on product 
churning is the consultant credited 
with inventing the term, Kevin 
Jones of McKinsey & Company, 


who has lived in Japan for a decade. 
Jones confirms the common-sense 
view. “Product churning won’t stop 
- it has become part of the corpo¬ 
rate woodwork and is now a neces¬ 
sary competitive tool," he says. “On 
the other hand, it probably will not 
acfiflfc pite any further." 

Will it slow down, even temporar¬ 
ily, as companies struggle to rebuild 
their profits? Will Nissan and 
Toyota, especially, turn their words 
into action? “I hear their comments, 
but I'm not sure it’s going to hap¬ 
pen,” Jones comments. As he says, 
the car-makers face quite a 
dilemma- if they do stretch their 
new model launch cycle from four 
to five years, a sort of peace pact 
could prevail for a while. But he 
points out that there would be a 
constant temptation for one com¬ 
pany to break ranks. “So things will 


Why spreading the load is all in a year’s work 

David Goodhart looks at moves towards annualised working hours systems which cut overtime 


their competitors, with overtime 
running at more than 10 per cent of 
hours worked, compared with 3 per 
cent lu Germany and virtually 
nnmp in Japan. 

The vested interests defending 
high overtime working are strong 
and the Brussels directive may pro¬ 
vide the jolt needed to posh Britain 
towards a better organisation of 
working time. 

That argument is strongly 
pressed by Philip Lynch Associates, 
a consultant that is helping a grow¬ 
ing number at companies introduce 
annualised hours systems. 

This Hitalin calculating working 


time on an annual rather than a 
weekly or monthly basis with 
employees contracted to work, for 
example, 1,784 hours per year 
rather than 38 per week. The sys¬ 
tem gives employers flexibility in 
the scheduling of work, allowing 
for longer standard hours at some 
periods and shorter hours at oth¬ 
ers. 

That avoids a pattern of under¬ 
work followed by massive amounts 
of overtime. Overtime is not usu¬ 
ally ruled ont in annualised hours 
systems but it becomes rare and 
without institutionalised overtime, 
workers have nothing to gain from 


spinning out work in normal time. 

“If the working time directive 
forces a re-think on deeply 
entrenched practices, it can only do 
good. Annualised hours Is one of 
the spring-boards to bring us up to 
international best practice,” says 
Peter Curran, a senior partner at 
Philip Lynch. 

Annualised hours can allow for 
large variations in the working 
week but still remain within the 48 
hour weekly limit desired by most 
EC countries and the trade onions. 

The system has become Increas¬ 
ingly popular in British industry 
and according to a recent Depart¬ 


ment of Employment survey now 
covers about 8 per cent of UK 
employees. Initially most interest 
was expressed by continuous pro¬ 
cess manufacturers in paper and 
board, glass, cement and chemicals. 

The paper and board industry 
already has a national framework 
agreement for annualised hours, 
while Pilkington and Blue Circle 
are among manufacturers to have 
introduced it. Industries with 
highly seasonal work flows, like 
food and drink or leisure, have also 
taken a strong interest, as has the 
distribution sector. 

Drawbacks with annualised 


hours Include the loss of overtime 
for lower paid workers who may 
have been dependent on it and the 
difficulty of responding to unex¬ 
pected fluctuations in demand. The 
latter can be draft with through 
good contingency planning and 
some flexibility in the rostering of 
hours. 

Philip Lynch says that thanks to 
the productivity benefits of annual¬ 
ised hours, most people work sub¬ 
stantially fewer hours for similar 
pay. ft e fefma that introducing ann¬ 
ualised hours can leads to a general 
shake-up of working practices. 

At Express Foods, one of the UK’s 


probably stay as they are.” 

Rather than dropping product 
churning, Jones forecasts man , 
u&cturers will keep it at its current 
level, and add three further weap¬ 
ons to it: 

• Still greater productivity in 
research, design and development 

• The injection of more really new 
content and added value into their 
“new" products. 

• A smattering of western project 
evaluation techniques, at least at 
relatively elevated levels in the cor¬ 
porate hierarchy. The absence of 
this In most Japanese companies 
has been one of the main factors 
behind their speed of product 
churning, explains Jones. 

Except at a few companies, the 
middle managers involved in regu¬ 
lar product development and launch 
decisions tend not to possess the 
financial skills necessary to calcu¬ 
late returns on investment in Indi¬ 
vidual new products, or even in 
entire product lines, he reports. 

Development and launch deci¬ 
sions are based on simpler princi¬ 
ples, such as market leadership, 
beating the competition and sup¬ 
porting distribution channels. 

Because of this, Jones forecasts 
that it may take a decade for west¬ 
ern financial analysis techniques to 
permeate product development. 

In other words, top Japanese 
managers like Solly’s Morita may 
declare their intent to convert to a 
more western style of decision-mak¬ 
ing, but many decisions below them 
may continue to be made in much 
the same way as before. For the 
time being, the wind of change 
apparently blowing in Tokyo is, 
therefore, not at all warm for the 
majority of western companies. 
Only the foremost leaders can feel 
at all confident. So the real message 
from Tokyo is decidedly dou¬ 
ble-edged. Far from being reassured, 
most western managers should be 
really churaed-up about It 


largest cheese producers, the com¬ 
pany pulled down weekly hours 
from a peak of more than 70 to an 
average of 39. 

According to Curran, volumes 
rose and labour hours per tonne 
fell by 36 per cent while employ¬ 
ee's earnings rose 9 pm- cent and 
holidays were lengthened. 

Express Foods say that annual¬ 
ised hours added £500,000 to Its 
profits in the first year. “If I were 
to stop it now I would have a riot 
on my hands,” says Geoff Holland, 
general manager. 

The biggest hurdle with annual¬ 
ised hoars, according to Philip 
Lynch, is management's apprehen¬ 
sion at such change. “Ironically”, 
says Curran, “the issues which 
most daunt, like the prospect of 
no-overtime, rarely emerge after 
the twitch”. 
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CLAIMDELUXE LTD 

T/A KNOBS & KNOCKERS 

The Joint Administrative Receivers, Patrick 
Wadsted and Alan Thomas, offer for sale, as a 
going concern, tike business and assets of this 
well known high street retailer of door and 
window furniture. 

■ 24 leasehold shops 

■ 6 in-store concessions 

■ 19 franchisees 

■ Turnover 21 June 1991—28 March 1992 
S2.696M, projected year ending 31 March 
1993 84.038M 

■ Read office and warehouse facilities in 
Bioester, Oxoa. 

For farther details please contact: 

Alan Thomas 

Kidsona Ixnpey, Spectrum Bouse 
20-26 Cursi tor Street 
London EC4A1HY 
Tel: 071-405 2088 
Fax:071-8312206 Charmed Accdni 


KIDSONS 

IMPEY 


FOR SALE - JOINERY COMPANY 

Complete Joinery Works with a d ditional planning consents 
in grant assisted area close to the port of Falmouth, Cornwall. 
Modern 12K sq. ft. Factory & Plant -£1M Turnover - 
£0.5M Tax Loss - Detailed consent for further 20K sq. ft. 
Details from: Alan Slater. 

Ttefc (0872) 863256 Fax: (0326) 377066 


FOR SALE 


BtaeChJpi 



NATIONAL DISTRIBUTION 
COMPANY 

■ Two Famous Automotive Names 
• Successful Management Ifeuii 
- 20,000 *q ft fticflky in CouwoWs 
(£l/*q ft mu A met) 

• Turnover £125 mtllioo 
. Exublixhcd Tax Loom £425.000 
• Bflprp” |w ”l h EECWorid Bank 
Centres 

bunted Parties Contact: 

Box No. Htito, FJaaneUl Time*, On 
SosthwM*; Bridge La m k mSftl MIL 



FORSALE 
TRAVEL AGENCY 

Prone poriiioa in major Essex 
tows. Eil 20 yews. GP£96K- 
Capabtcof considered expsniioo. 
Owner retiring. Price E&SfiOO. 
WdteuBttA40r7,&B&dri*tbnc*.GnB 
So ahwi fc Bridge. London SB 9HL 


CONSTRUCTION GROUP 

FOR SALE 

Design A Build and Specialist 
Roofing. N. Home Counties and 
Midlands. T/O £8m. Well 
ena&iifbed dieni hast 
Write to Box A4089, Financial Time*. 

One Socihwtrfc Bridge, London SEl 9HL 


AERIAL INSTALLATION 
BUSINESS 

Based in Soadnrapton 
Supplying both commerc i al and 
private sectors 
Call Fanshawe Lofts 
0503 233522 

Re£ AER/RPN 


BUSINESS AND 
ASSETS 

Of solvent and insolvent 
companies; for 
sate. Business and 
Assets. 

Tel 071 262 U64(Mon - Fri) 


QUOIN HOMES LIMITED 

(IN ADMINISTRATIVE RECEIVERSHIP) 

The Joint Administrative Receivers of Quoin 
Homes Limited (a subsidiary of Turriff 
Corporation Pic) offer for sale a retirement 
development in Maidenhead comprising 
21 one and two bedroom units. 

Facilities include: 

* 24 hour warden service. 

* Economy 7 heating. 

* Residents’ lounge and kitchen. 

* Pleasant gardens and ample parking. 

* Security windows and doors. 

For a prospectus or further information 
please contact: 

David Lovett or Ian Best, 

Arthur Andersen, 

1 Victoria Square, 

Birmingham B 1 1BD. 

Tel: 021-233 2101 
Fax: 021-643 7647 

Arthur Anderson « authonsed 
by the Institute a! Chartered 
Accountants in England end Wales 
to carry on investment bosmass. 


NMDP LIMITED 

The Joint Administrative Receivers offer the business and assets for- 
■ale of NMDP Limited, an estabttshad Magnetic Disk Pack 
Manufacturer and Optical Disk Distributor. Principal assets Incjude:- 

• Turnover £800.000 (1991 -Cl ,3m) 

• International Customer Base andestabttshed market name 

• Considerable stack of raw materials and components. 

• Leasehold premises - 9,000 sq. ft - in Fam borough, Hants. 

• Manufacturing and testing equipment ~ "°™“"' 

• Skffled workforce I 


• a*-™**™. GIBSON 

For further Information, please contact . . 

Andrew Woytand, on behalf of the I 11 1 Wl I 

the Joint Administrative Receivers ■ *— ' » I I I 

Gibson Hewitt & Co. Q 

Tel-0932 336149, Fax-0932 336150 -’OfC^C/ 

Cbwtarad Accountants, 5 Parte Court, Pyifon) Bond, west Byfo«t J Sun«*Kn4 6SO. 


Large Private School 

for sale in S.W.England. Good 
Profits. 

Write Box H6801, Financial Times, One 
Southwark Bridge, London SE1 9HL. 


P Liegenschaftsgesellschaft 

der Treuhandanstalt mbH (TLG) 
Zentrale Berlin 

Alexanderplatz 6 -0-1020 Berlin 

The TLG is offering the following property on behalf of and in J 

the name of the authorized parties: j, 

TLG-NR. 32488 y 

Geophysik GmbH / 

67 Bautzner Street • 0-7024 Leipzig \ 

Germany ( 


The Crtv: Leipzig, Germany is a city 
with a metropolitan population of 
approximately 600,000. It Is located 
135 mites from Berlin, 69 miles from 
Czechoslovakia and 119 miles from 
Poland. Many international firms such 
as Siemens, Mercedes and Sony have 
chosen to locate in Leipzig due to its 
strategic link with both East and West 
European trading markets. 

Site: The headquarters for the future 
GeoPark Leipzig is In northeast 
Leipzig, about 2.5 miles from the city 
center and 2 mites from foe A14 
autobahn. The site is located at the 
intersection of two main streets, 
Bautzner and Torgauer Streets. This 
allows easy access to the city as well 
as regional transportation networks. 


The gross site area is 1,016,020 sq.ft. 
It is comprised of three separate 
parcels along Bautzner Street 
The TLG-Project Development 
Division designed GeoPark Leipzig's 
urban development concept and 
coordinated it with the focal planning 
authorities. The GeoPark Leipzig site 
is serviced by electricity, gas, water, 
sewer and telephone. 

EarseLA: 

Parcel A is the central core of the 
future GeoPark Leipzig. Gross site 
area amounts to 595,912 sq.ft its 
present structures include multi¬ 
storied office and laboratory buildings 
as wefl as a large industrial 
warehouse. 
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Parcel B consists of 280,788 sq. ft. 
and is mostly unimproved. 

Parcel C : 

Parcel C is 139,320 sq.ft and is 
partially improved. 

Site inspections may be arranged 
through Mr. HokJt, 
tel: 49-341-2491218 
fax:49-341-55138 


As ter as reconveyance claims are to be considered, the sale requires the assent of the party filing the claim or an 
investment priority.decision according to §3a VermG resp. and an investment certificate according to § 2 B/nvG. All 
Liability for the contents and accuracy of the sales records and the above specifications is precluded. 


Buyers pay no sales commissions. Addi¬ 
tional information on bidding procedures 
and a sales brochure may be obtained • 
by giving arvouncement code Z 2254 
and contacting foy fax if possfote) one of 
the foHowing in the TLG 
Marketing/Project Development Division; 


Scott Bolls Joachim Hubert 
A ttorney Graduate engineer 

Tel. (49-30J-31 54 71 57 / - 31 54 71 75 
Fax (49-30}-31 5474 47 / - 31 54 71 51 


All bids should be submitted no later, 
than July. 31 1995 in seated envelopes 
with the TLG-Nr. 132458) to: 
LiegenschaftsgeseSschaft der Treuhand- 
anstaft mbH (7T.G), Recmsabteilung 
Alexanderplatz 6. 0-1020 Berlin 
Germany 
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Appear in the Financial Times on Tuesdays, Fridays and Saturdays. 
For further information or to advertise in this section please contact 
Melanie Miles on 071 873 3308. 
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Rob Margetts {above left), the 
45 -year-old chief executive of 
ICTs Tioxide business, has 
been appointed to the main ICI 
board in a move which marks 
him out as a rising star in the 
increasingly elderly exec utive . 
team r unning Britain's biggest 
rftpmirais company. 

Margetts, who is a Cam¬ 
bridge graduate in chemical 
engineering, has been respon¬ 
sible for restructuring the 
recently acquired Tioxide busi¬ 
ness. Before that he had been 
the general manager in charge 
of personnel and director of 
engineering. He will be the 
youngest member of an execu¬ 
tive te am whose average age is 
in the upper 50s. 

Although ICI has not dis¬ 
closed what role Margetts will 
play after he joins the board on 
September L he may shoulder 
some of the responsibilities of 
Frank Whiteley who is retiring 
as deputy chairman on reach¬ 
ing ICTs normal retirement age 
of 62 in November. 

Alan Pedder, 54, is to take 
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over as chairman and chief ' 
executive of Tioxide, following 
Margetts’ promotion. Pedder is 
currently managing director of 
Id's international polyure¬ 
thanes business and before 
that was managing director of 
ICI Fibres. 

Meanwhile, Sir Richard 
Greenbury, chairman of Marks 
and Spencer, has • been 
appointed a non-executive 
director of ICL 

Sir Ralph Robins (above right), 
chief executive and deputy 
chair man of Rolls-Royce, is to 
become a non-executive direc¬ 
tor of Marks and Spencer. He 
brings a wide industrial experi¬ 
ence to the job. Apart from his 
leading position at the aero-en¬ 
gine group. Sir Ralph also 
boasts directorships of Stan¬ 
dard Chartered, Schraders and 
ASW Holdings. 

He will become M and S's 
sixth non-executive director. 
The board also has 15 execu¬ 
tive directors and a company 
secretary. 


James 


great British architect 


JAMES STIRLING, the 
internationally famous archi¬ 
tect, died suddenly in London 
yesterday. His schemes always 
showed an extraordinarily 
inventive intelligence; the 
flrmi ghtaiingnflhiip was distinc¬ 
tive, renowned for .'Stirling’s 
use of the axonometric view. 

The son of a Scottish .marine 
engineer, James Stirling was 
born in Glasgow in 1926. After 
war service he completed his 
architectural training at Liver¬ 
pool university, a. school then 
unique in the UK for its open- 
minded attitude to modernist 
ideas. Stirling became a mem¬ 
ber of the architectural avant- 
garde; Le Corbusier’s late work 
was the greatest influence on 
his early development 

His first partnership, with 
James Go wan, resulted in sev¬ 
eral important and influential 
commiss ions. But it was the 
p xpanriing world of higher edu- 
cation in the 1960s which 
proved a mainstay. Leicester 
University’s Engineering 
Building (19KM53), a brick and 
glass tower with glazed work¬ 
shops, influenced by Stirling’s 
passionate interest in Liver¬ 
pool's I9tii century factories 
and warehouses, brought him 
world celebrity. 

Practising independently, 
Stirling built the Cambridge 



Strung wflfhrd & Associates’ design for No 1 Poultry 


History Faculty Library 
(1964-67), which consolidated 
his reputation as the most orig¬ 
inal talent among British 
architects. (It soon become 
notorious, and remains to some 
extent the rallying point or 
British anti-modernists.) At the 
game time he completed resi¬ 
dential buildings at St 
Andrew’s University, and the 
Florey building, a student 
block Tor Queen’s College, 
Oxford, last of the series of 
buildings using engineering 
brick and industrial glazing. 

Stirlin g joined Michael Wil- 
ford to form his second, endur¬ 
ing professional partnership. 
The 1970s were lean yea rs, bu t 
his reputation outside Britain 


continued to grow. Success 
came with the mag nificen t new 
. staaisgallerie in Stuttgart, the 
art gallery regarded as the 
city’s architectural jewel- 
important commissions in 
the US and Germany followed; 
buildings at Rice University; 
Cornell University; the Fogg 
Museum at Harvard; the Berlin 
Science Centre. In the UK, the 
1980s at last gave Stirling his 
long deserved prominence: 
commissions for the Clore Gal¬ 
lery at the Tate, built to ex¬ 
hibit the Turner bequest; and 
the Tate Gallery in Liverpool. 

Stirling’s death leaves still 
hanging the tortured question 
of redevelopment at No 1, Poul¬ 
try, in the City erf London. Stir¬ 


ling himself was always a reso¬ 
lutely apolitical architect, 
never doctrinaire in his 
approach. In the profession he 
was admired as a tireless 
fighter tor the integrity of his 
schemes, and as an unpom- 
pous, unaffected man — a 
hi ghly influential teacher and 
mentor to a generation of 
architects. He revelled in his 
nde as “enfant terrible'’. 

A knighthood, announced in 
the Queen’s Birthday Honours 
woofer this month, marked his 
belated recognition in the UK. 
Charles Jencks, the architec¬ 
tural historian, has called Stir¬ 
ling “the most important archt 
tect of his generation”. 

UK readers may recall with, 
pleasure a recent series of tele¬ 
vision advertisements which 
fra h ired two young German 
businessmen discussing (with 
English subtitles) the new 
Rover Sterling car belonging to 
one of them - a choice caus¬ 
ing so™* anxiety in the firm. 
Driving into Stuttgart - home 
of Mercedes-Benz - the anx¬ 
ious colleague is clearl y 
impressed by the car's perfor¬ 
mance and refinement and, as 
it pulls up outside the Staats- 
gallerie, the driver nods know¬ 
ingly at both car and building, 
declaring proudly: “Britischer 
ArchitektT 
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Fly Emirates. 
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DUBAI TO JAKARTA THREE TIMES A WEEK. 



Since we first spread our 
wings in 1985, Emirates has 
built an extensive network of 
routes, not to mention a 
collection of some 30 coveted 
travel awards. 

We are delighted, therefore, 
to announce yet another new 
service. Flying Dubai-Jakarta 
direct three times weekly. 


Whatever class you fly, 
you’ll enjoy award winning 
food and the finest selection 
of wines. 

And because we design 
our interiors using the latest 
lumbar support seats and 
footrests (even in economy), 
you’ll have more space to 
stretch out and relax. 

During your flight, you’ll 
find we are the only airline 
to provide individual video 
systems in all three classes, 
featuring a choice of four 
television and two movie 


channels. Which, come to 
think of it, is yet another first 
for Emirates. 

Jakarta three times a week. 
Yet another opportunity to 
experience the unique Emirates 
award winning service. 

For Reservations, contact 
your travel agent or 
Emirates on 071 930 3711 or 
Manchester on 061 437 9007. 
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Refining the shape of air travel. 
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aiglon ltd and l aiglon 

SA v GAD S HAN C OMPANY 
-LIMITED 

Queen’s Bench Division 
(Commercial Court): Mr 
Justice Hirst 
■T rine IQ 1992 

A MAREVA injunction freez¬ 
ing a company’s assets pend¬ 
ing grant of leave to. enforce 
an arbitration award against it 
will be discharged tf there is 
no good arguable ca se f or 
enforcement in that the award 
Is a nullity as against the com¬ 
pany, the arbitrators having 
exceeded their jurisdiction by 
d eriding that It was party to 
the contract out of which the 
dispute arose. ' 

Mr Justice Hirst so held when 
proposing to grant an applica¬ 
tion by L'Aiglon SA (SA) to set 
gride a Mareva injunction and 
an order for disclosure of 
assets obtained against it by 
Gau Shan Ltd. . ’ 

[The injunction has since 
been continued by the judge, 
on fresh grounds - see next 
Wednesday's law report The 
reasoning based on enforce¬ 
ment proceedings still stands.] 

HIS LORDSHIP said the litiga¬ 
tion arose out of the award of 
the Technical Appeal Commit¬ 
tee of the Liverpool Cotton 
Association in favour of Gau 
Shan against Aiglon Ltd, an. 
ttw gifch company, and L’Aiglon 
SA, a Swiss company. 

On May 1 1992 Mr Justice 
Gatehouse granted an applica¬ 
tion by Gan Shan for Mareva 
inj unctio ns, including an order 
for disclosure of assets, against 
both Ltd and SA. 

The present application was 
by SA only, to set aside the 
Mareva arid disclosure orders 
as against it. Gau Shan coun¬ 
terclaimed as against SA under 
section 26 of the Arbitration 
Act 1960, for leave to enforce 
the award in the same manner 
as a judgment 
The dispute arose under a; 
contract of sale of 3,000 tonnes 
of Benin raw cotton, in which 
the sellers were described as 
Ltd, and which was signed on 
behalf of Ltd and Gau Shan. 


L’Aiglon SA and Afch® Ltd, 
andsubmitting that com¬ 
panies should be made parties 
to the arbitration. 

The solicitors for SA sought 
to render submissions to the 
anneal committee with regard 
to the appellant’s 
committee considered that the 
evidence already presented set 
out the position. 

The committee's award was 
issued on February 12 and was 
headed “eu arbitration 
£ Aiglon Ltd/L'Aiglon 
SA” and Gau Shan. 

It stated “sellers are in fact 
Aiglon Ltd. For the purpose of 
this appeal there is no real dis¬ 
tinction between the two com¬ 
panies". ... 

' The award was against both 

Ltd and S A. . ... 

Mr Column submitted that 
for the purposes of a Mareva 
injunction, the criterion of a 
"good arguable case on the 
merits” should be applied 
Mr Milligan submitted that 
was putting the test too h^. 
He relied on Nmema (1983] 
1WLR 1412,1417 where Lord 
Justice Kerr said “a ‘good argu¬ 
able case’ Is no doubt the mini¬ 
mum which the plaintiff must 
show in order to cross the 
‘threshold’ for the exercise of 
the jurisdiction". 

He. submitted it was suffi¬ 
cient for the plaintiffs to estab¬ 
lish that their case on the mer¬ 
its was “better than nothing". 

That was rejected. A good 
arguable case test on the mer¬ 
its was the correct test, as Lord 
Justice Kerr made clear in 
referring to its being the “mini¬ 
mum" the plaintiff must show. 

Mr Colman submitted that 
by no stretch of the imagina¬ 
tion could the appeal commit¬ 
tee have had jurisdiction to 
determine whether SA were 
party to the sale contract, so 
that the award against SA on 
the footing that they were con¬ 
tractually subject to the arbi¬ 
tration was a nullity (Duke of 
Buccleuch {18701 5 Exch Cos 
221 ). 

He submitted that vitiated 
the whole award against SA. 

Mr Millig an accented that 
the principle was sound, but 
submitted it was Irrelevant in 
the present case. He contended 


SA s case for d i sc har ge of the in considering the applica- 
M&reva and the disclosure • f or enforcement of the 

_i__ nl,'/. that- Can MU _ r „ -i_ 


order was, inter alia, that Gau 
Shan were unable to show a 
good arguable case on the mer¬ 
its because there was no 
enforceable award against SA, 
since the Technical Appeal 
Committee did not have juris¬ 
diction to determine whether it 
was party to the sale contract. 

The contract specified Gan 
Shan as buyers and Aiglon Ltd' 
as sellere. Signatures were 
pringroi under the respective 
headings “Sellers - Aiglon 
Ltd" and “Buyers - Gau Shan 
Co Ltd". In the top left-hand 
corner of the contract appeared 
the words “L’Aiglon Ltd". 

The contract contained a 
force majeure clause which pro¬ 
vided that sellers should not be 
responsible for non-delivery 
dne to third parties' faults. 

No delivery took place,-and 
Gan Shan claimed for non¬ 
delivery. The defence was that 
the forte majeure . clause 

applied due to the fault of third 

parties. 

The matter came before first 
tier arbitrators of the Liverpool 
Cotton Association. 

Their award was headed as 
being in an arbitration 
between Ltd and Gau Shan, by 
a contract between Ltd as sell¬ 
ers and Gau Shan as buyers. 
The award was .in Gan Shan’s 
favour. The force majeure 
defence was rejected. 

In their appeal submission in 
support of the force majeure 
defence, the sellers relied on a 
contract between SA and a 
third party for the purchase of 
cotton giving rise to the force 
majeure defence. The parties 
were described in the text as 
Ltd and Gau Shan, though in 
the title Ltd’B name was pre¬ 
ceded by L’. 

The fainter submission on 
appeal, in relation to the force 
majeure defence, stated “L’Aig- 
Lon Ltd are not a party to the 
contract in dispute” and 
referred to Aiglon and L’Aiglon 
as related companies. 

It was common ground that 
1/Aiglon Ltd” referred to SA, 
and “Aiglon" referred to Ltd. 
Up to that stage in the proceed¬ 
ings, Ltd had been treated by 
both sides as sellers and were 
the only parties on their side to 
the arbitration. 

In paragraph 8 erf their reply 
submissions, in the c ont ext of 
fance majeure, the sellers stated 
“Sellers are in fact Aiglon Ltd. 
For the purpose of this appeal 
there is no real distinction 
between the two companies. 
Any purchases by L’Aiglon SA 
would be utilised for the sales 
by Aiglon Ltd. The'two com¬ 
panies are under the same 
control". 

As a result, Gau Shan put 
forward supplemental appeal 
submissions saying the sellers 
had stated that no zeal distinc¬ 
tion was to be drawn between 


award under section 26, it was 
for the court to decide who 
were parties to the contract 
and therefore to the arbitra¬ 
tion, and that the arbitrators* 
decision on that. topic was 
irrelevant 

He said it was necessary 
under, section 26 for the court 
at this juncture to evaluate the 
underlying evidence, and to 
decide who were the sellers 
under the contract. 

That interpretation of sec¬ 
tion 26 was not correct 
The section gave the court 
power to enforce an award on 
an arbitration agreement In 
the manner as a judg¬ 
ment The detailed procedure 
was prescribed by Order 73 
Rule 10. 

It was common ground that 
the arbitrators exceeded their 
jurisdiction in deciding that SA 
were party to the contract. 
That part of their award was a 
nullity. 

There was therefore no 
award to enforce so far as SA 
were .concerned, and it was no 
part of the court's function 
under section 26 to salvage it 
by considering the issue as to 
who was party to the contract 
Mr Milligan, could not invite 
the court to enforce the award 
against SA, when SA only 
became party to it because the 
arbitrators chose to determine 
an issue which they had no 
power to determine. It was not 
open to the court to embark on 
an investigation erf the merits 
to see if they came to the right 
conclusion. 

Mr Milligan's argument on 
this point was rejected in prin¬ 
ciple, so his argument on the 
facts became grarfamir 
. analysis of the evidence 
hinged essentially on para¬ 
graph 8 of the sellers’ reply. 

That paragraph was directed 
solely to the force majeure 
issue and suggested that for 
that purpose there was no zeal 
distinction between the two 
companies. There was no sug¬ 
gestion in it that SA were also 
parties to the contract It fdl- 
i lowed that the court would 
have been against Mr Milligan 
on the evidence.. 

There was no good arguable 
case on the merits in support 
of the section 26 application 
against SA,- and. the' whole 
foundation of the Mareva anri 
disclosure orders against SA 
disappeared. . The court pro¬ 
posed to set them asriria ins ofar 
as they affected SA. 

For SA: Anthony Colman and 
Graham Dunning (Weightman 
Rutherfords, Liverpool). 

For Gau Short: Iain MQHgan 
QC and Andrew Baker (Middle- 
ton Potts): 

Rachel Davies 

Barrister 
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You Don’t Become 
A Billion Dollar Contender 
Without Knowing How 

1b lake A Punch. 

Yes, the recent court ruling stung. While the jury may have 
ruled that AMD has lost the rights to use Intel microcode for our 
287 math coprocessor, it was hardly a knock-out punch. 


“The Verdict Has No Effect Whatsoever On 
The Am386™ Microprocessor Family." 

-W.I. Sanders III, CEO, Advanced Micro Devices 


This recent verdict can in no way contradict February's 
arbitration ruling from retired Superior Court fudge J. Barton 
Phelps, which was upheld by the California Superior Court. 

That ruling awarded AMD a permanent royalty-free license to 
manufacture and sell, without legal harassment from Intel, its 
family of 386 microprocessors with all the intellectual property 
rights - including the microcode. 

Now. when computer users demand the fastest 386 PCs, 
the computers they buy run on Am386 CPUs. Our chips enable 
the longest battery life for portable computing. And by bringing 
competition to the 386 microprocessor market. AMD has 
liberated computer users from monopolistic pricing. 

Unit sales of Am386 microprocessors have now surpassed 
the 6 million mark while maintaining unexcelled quality. AS a 
result. Advanced Micro Devices is now the second largest 
manufacturer of microprocessors worldwide. 


“AMD Will Be A Major Force In The 486 Market In 19937 

- W|. Sanders III, CEO. Advanced Micro Devices 


While the microcode ruling will make the development 
task more difficult. AMD will be a major player in the 486 market 
in 1993. 

We have the resources and the technology We have 
spent the last five years investing in our future, transforming 
ourselves into a customer-driven company with world-class 
process technology and manufacturing expertise. Our invest¬ 
ments in R&D as a percentage of sales, are for the larger 
companies, the highest in the industry.This has enabled us to 
produce advanced new products using state-of-the-art sub¬ 
micron CMOS technology Our factories today are best of breed 
in terms of quality, productivity and volume capability. 

Besides the enormously successful Am386 microprocessor 
family, AMD is a $1 billion-plus company, with a wide range of 
high-margin, high-volume products. And we now rank first or 
second in worldwide sales of all our major products: 
microprocessors, 32-bit RISC technology, programmable 
logic devices. EPROMS, Flash memory; networking and 
telecommunications chips. 

Throughout this decade and into the 21st century, we'll 
deliver to our customers the most advanced products, in - 
volume, at the most competitive prices. 



Advanced Micro Devices 

Route de I'A 6 report Iff Pascals 708-CH-I2I5 Genfrve 15.© l*W2 Advanced Micro Devices. I»c. Am 186 is a trademark cJ Advanced Micro Devices. Inc. AC other brand sor product names mentioned are trademarksor registered trademarks of their respective holders. 
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TECHNOLOGY 


Worth Watching • Paul Taylor 


a grata of salt. 

It emits a column of light which 
makes It easier to connect to 
optical fibers »nd aly drastically 
reduces costs. BNB: Can ad a, 613 
763 5342; Northern Telecom 
Europe; UK, 0628 812190. 

Pixels promise 
better image 

High resolution digital cameras 
are now an essential toed in 
analysis, mlertMcopy. 



Tasteful discovery 
excites speculation 

It may soon be possible to modify 
a person’s sense of taste, or even 
to restore it when it is lo^ or 
damaged as the result of illness. 

The Bocfae Institute of 
Molecular Biology In Nutley, New 
Jersey, fowled by the Basel-based 
Hofftnaarfa Roche 
pharmaceuticals group, has m ade 
a breakthrough In understanding 
how the sense of taste works. 

The research team has discovered 
and cloned a protein which Is 
only found in taste cells. The new 

protein is a taste-spedllc 
(gustatory) member of a gene 
family known as G-pnoteins 
which play a crucial sjgTtaHiirg 
role in several types of cells 
indnding those in the brain, eyes 

and bejrt 

Potential applications include 
the development of novel taste 
modifying agents and medical 
uses. Loss of tire sense of taste 
ts common after some Illnesses 
mid sometimes occurs as a side 
effect of drag or radiation 
ther a py. Hoflman-La Roche: 
Switustamt 61 6888888. 

Lasers bring home 
fibre optics closer 

Fibre-optic networks promise 
advanced home services such as 
aHaljip fihw amd high Mli iiB nn 
3-D video, as well as futuristic 
services like consumer retailing 
using virtual reality techniques. 

The main obstacle to Blare links 
for home and office has beat the 
high cost of the optodectric 
tran s mit te r modules, unite about 
the size of a postage stamp which 
combine a laser and inkmoelectric 
circuitry. 

BeUrNarthan Research, the 
joint venture B&D sobsidhay 
of Canada’s Northern Telecom 
and Bell Canada groups, has 
developed a low-cost 

hmirnndiu’tnr ta<w c wallw Hmi 


p wdid«in fa ff tfo y in Industrial 
re se arch and production. 

However, these cameras leave 
spaces betwe en each pixel - 
meaning that a computer has 
to estimate the forag e within 
t hes e “dead*' areas. Now Kodak 
has launched the ‘Megapins’ 
camera which is designed to 
capture high resolution 1320 by 
’ 1035 pted digital images. 
Uniquely, each square pixel Is 
contiguous with its neighbour, 
assuring foil Image accuracy. 

One hundred per cent image 
coverage is vital for areas like 
non-contact measurement of 
electronic components, ebemfcsl 

structures or parts of the human 
body too sensitive to be touched. 
These measurements o ften 
require microscopic accuracy 
which can only be delivered by 
total image coverage and capture. 
Kodak US 619 535 2908; CK.0442 
61122. 

Computers display 
cunning adaptation 

For the international traveller 
packing a portable computer, 
few thing* are so infuriating as 
finding that the plug (m the Old 
of the modem cable wili not push 
into the hotel telephone socket 
just when you want to access the 
home office database. 

Surrey-based Impactran has 
come up with a solution. The 
International Travel Kit is a set 
of adaptors which allow a 
ST-approved modem to be 
connected quickly and re&ably 
to almost any phase network. 

(A similar kit is available for 
those with VSstyle modem 
plugs.) 

The hit, which costs £95, 

wilai w v adaphw w far mum than . 

28 countries, including the EC. 
Japan and the US. The kit has 
an adaptor with crocodile dips 
“enabling access to be made 
directly into a conve ni e nt w all 
box." ImpnctromUK 081 3968522. 


New era looks 


lie 


In the second article of a series on drug 
research, Clive Cookson outlines treatments for 
mental conditions from anxiety to memory loss 


T he pharmaceutical industry 
has an abysmal record in 
treating disorders of the 
brain and nervous s yst em. White 
new .drugs have transformed the 
outlook for people Miiawtap from 
Infectious illnesses, heart disease, 
and gastro-fotestinai problems, 
most p 5 ytiiia&& patients depend on 
medicines discovered several 
decades ago. - 

Current treatments for mental 
conditions, from anxiety to 
severe psychosis, emerged during 
the “black box” era of drug discov¬ 
ery. Doctors observed that they 
relieved s ymptom s - often poariy 
ap d unpredictably — but pharma¬ 
cologists had no idea how they 
worked. For the most serious prob¬ 
lems — degenerative brain 
such as Alzheimer's - there is still 
nothing that really works. 

The outlook, however, is much 
brighter, as scientific discoveries 
about the chemistry and biology of 
the brain find their way into new 
drugs. The ones being introduced 
during the 1990s are based on an 

Of iM u ynt HnKm i H m 

(chemical messengers which send 
signals between cells) and receptors 
(protein molecules cm the cell which 
receive the signals and initiate spe¬ 
cific responses). After the 

year 2000, there is the prospect of 
for superior treatments based on 
the genetic processes Involved in 
mortal disorders. 

The best known neurotransmitter 
is 5-HT, also called 5-hyroxytryp- 
tamfae or seroto n in, which is active 
not only m the team but also in 
other parts of the body. It is associ¬ 
ated with -several types of receptor, 
each giving a d i ffer ent biological 
response. The pharmaceutical 
industry Is developing drags to 
mterairf with aarii specific type, as 
an agonist to stimnfatte the receptor 
or as an aTitagriwisfr to Mock it 
Glaxo of the UK has bees investiga¬ 
ting 5-HT systems for almost 20 
years and expects a spectacular 
payback foam two drugs: sumatrip¬ 
tan Mid flMhniwbHn 
Sumatriptan (bade n ame twi- 
gran) is tie first effective irea&oart 
for mi graine , the »wiwmu» recurrent 


suga red by at least one 
ad ult fo I2. lt was launched last 
year as an injection and is befog 
^ i niihy wi in the UK this n* *r* fi fo 
moss convenient form as pfQs. With 
sumatriptan ahead of competition, 
its potential sates are huge - mam 
than £ibn a year - tf it can ower- 
ewae doctors’ fear of side effects. 

Sum atriptan is an agonist for foe 
5-HT1 category of receptor, stimu¬ 
lating the uptake of 5-HT in the 
cranial Mood vessels. That reverses 
the swelling which triggers a 

irrigrafr^ art frark. (ilsren had hoped 

sumatriptan would have no effect 
elsewhere in the body but experi¬ 
ence shows that some patients feel 
fr fghfiwMw: in the chest injec¬ 
tions. That is presumably because 
blood vessels elsewhere in the body 
contain a few of the same 5-HTi 
receptors. Glaxo says sumatriptan’s 
aide effects are insignificant for 
healthy people but they show how 
difficult it is to make a selective 

i j fj o dd central perwin. • 


lssu 


flypoofodiaWwii •* 
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Memory teftinmi 




; ^ArtiwctMdo». •/-;* •. 


receptor-based drug. 

On d a neeti ou (Zofian) is an antag¬ 
onist for a (Efferent receptor type, 
the 5-HT3. ft was launched two 
yeara ago as an anti-emetic to pre¬ 
vent «nisM and maiitllng 

by cancer therapy, bQt Glaxo is now 
carrying out clinical trials with 
ondansetron for a range of psychiat- 
ric conditions including anxiety. 


schizophrenia, addiction and age-as¬ 
sociated «v*m<ir y foipalrmmL 

f fiaxn raoxrrrfafrs snv mvtorgbmd. 

ably cautions about proclaiming 
ondansetron to be a psychiatric 
wonder-drag. They blanch, when 
outriders talk of it as a 
“sm art drug” which could imp r ove ' 
everyone’s memory. 

Mike Tyers, pharmacology dSrec- 
tor for Glaxo Group Research. says 
the 5-HT3 receptors cm neurones 
(nerve cells in. the brain) “seem to 
be there to control things when 
they go wrong." When everything is 
working pr o perty, “the y are fairly 
silent" If so, a 5-HT3 antagonist 
such as ondansetron may help to 
restore the balance in several cOsor- 
ders, without ride-efiects. 

Another group of new drags 
based on the 5-HT system is leading 
to improved treatments for depres¬ 
sion. The specific s er otonin re-up¬ 
take inliihHwy (SSBIs), as they UB 
known, increase the tow WTF levels 
in the beam which are associated 
with many forms of depression. 

Eli LSBey of the US is already 
golfing- more ti ff" $ibn a year of its 
pioneering SSHI, fluoxetine (Prozac) 
Jannehedin 1968. In hot pursuit is a 
second generation of SSBls ted by 
paroxetine (Seroxat), which was 
developed jointly by Novo Norilsk 
of Denmark ami smrtKinbift Bee- 
Chain, the Angfev Amgri can gmnp 

SSRls have fewer side effects than 
the “tricyclic'’ drugs which have 
dominated antidepressant treat¬ 
ment for 30 years. Yet rsbik Kfin 
leave much to be desired: they take 
at least two weeks to reheve depres¬ 
sion and they fell to work m ahout 
one third of patients. That may 
reflect partly the pom: quality of 
rfinfaal ifia gnnBfa in depres&on and 
other non-acute mental tbsorders. 

Some «cfew*tets believe that all 
forms of deprarinn nHrmfltrfy wmk 

throng a common biochemical 
p athway . H they are right - and 
not everyone agrees with foe theory 
- ft may eventually he possible to 
find a fastacting (bug Oat mil bdp 
anyone who is dimcaHy depressed. 

The greatest neurological chal¬ 
lenge for pharmaceutical research 
is to find a core for the degenera¬ 



tive brain diseases which lead inex¬ 
orably to dementia and death. The 
moat prevalent Js Alzheimer's, 
which affects as many as 20 per 
cent of people efrer 70. 

The search for an Alzheimer’s 
treatment has led to a new class of 
drugs, the nootroptes, developed to 
enhance memory and other cogni¬ 
tive functions. The first generation 
of noatropks aims to fooease the 
amount of acetylehoUne in the 
brain. Alzheimer's patients ham a 

nmriaH deficit of riiwt M U Hrfw ww . 
mittar 

Most of the Alzheimer's drugs 
developed recently work indirectly 
by mhlbhh^ an enzyme caged chol¬ 
inesterase winch breaks down aee- 
tytehoHnfi. They inrinfl* p l rarw fe mi 
from DCB of Belgium; oriraretem 
from SmfihKHae Beecham; tacrine 
from Warner-Lambert of the US; 
and physostigmine from Forest Lab¬ 
oratories of the US. Atthrwgfi they 
have shown prom i se in cfinfewl tri ¬ 
als. the na anafectaer s have not yet 
prodneed evideace strong enough to 
convince the IB Food and. Adonis- 
tration to fioehee acty of foe drags. 

DaVootUeecki ibe pfoBazaceuti- 
cal joint warfare between Du Ptnrt . 
ami Merck of the US, has a promis¬ 
ing mBAmenMa drag BOW hi life 

dnrical trials, which works in a dH- 
ferezzt way. & acts dmectly to stism- 
late the release of acctylcbcdineaiid. 
other neurotransmittm in the 

brain. The dreg (dbanical name fin- 

optodine) is noteworthy too for fts; 
mmsuaBy vivid and armeafiqg trade 


name - Aviva. 

However none of these memory 
enhancing drugs, even Aviva, can 
do more than temporarily reverse 
or slow down the mental degenera¬ 
tion that is characteristic of Alz¬ 
heimer's disease. None prevents foe 
build-up of tangled plaques of amy- A 
loid protein, which progressively £ 
destroy patients' brains. 

The best long-term hope for cur¬ 
ing progressive dementias is to 
identify the genetic mechanism 
responsible and then develop dings 
to block its effect In the case of 
Alzheimer's, a fault in a gene cod¬ 
ing for amyloid precursor protein 
(AFP) seems to be responsible. In a 
few famines, this is inherited but it 
is more often caused by environ¬ 
mental factors. 

Many pharmaceutical researchers 
are sow working on long-range pro¬ 
jects to block AFP, though they are 
hampered by the fact that there is 
not yet a good animal model for 
Alzheimer's. Athena Neurosciences 
of California is one of the biotech¬ 
nology companies furthest 
advanced in this area. 

More futuristic still are ideas for 
repairing brain damage by growing ^ 
new nerve cells. That does not nor¬ 
mally occur in an adult brain but 
scientists are accumulating evi¬ 
dence that selective regeneration 
could be achieved by removing 
same of tire genetic factors that 
hfinhsttire process. 

The series will continue next 
month bg looking at asthma drags. 
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’s view of Weimar 



n excess of candour can be 
bad for one's health. Be sure, 
thtn; that there is a reason 
—-wby'your reviewer will 
afonit" that, aha previously knew the 
work of bpJy one artist. Kathe Koil¬ 
witz, in the major exhibition of Ger¬ 
man artjtaftfce 1920s and *30s now on 
show gj the Leicestershire City 
Museum and. Art Gallery. 

Largely. made up of loans from Ger¬ 
man museums and private collec¬ 
tions. Domesticity and Dissent is a 
highly unusual exhibition. It features 
prints) paintings, photographs and 
sculptures by no less than 26 artists 
associated..with Neue Sachlichkeit, or 
New Objectivity- - the realist move¬ 
ment dominated by the figures of 
George Grosz and Otto Dix. 

No one interested in art and society 
in the Weimar Republic should miss 
Domesticity and Dissent Two individ¬ 
uals deserve credit for making this 
ambitious venture succeed - which is 
not to overlook a bold first step Into 
sponsorship by Hermann UK Ltd, 
who make garage doors. The idea for 
the exhibition was put up by Marsha 
Mesklmmon, an American postgrad¬ 
uate student. Leicester Is already 
well-known for Us collection of early 
20th-century German art, and Mes- 
kimmon found a ready supporter in 
Amanda Wadsley, the museum's fine 
arts curator. 

Mesklmmon wrote hundreds of 
‘ letters to German museums and col¬ 
lectors, then went dredging through 
their records and the public archives 
in search of information about 26 art¬ 
ists she had selected for the show. 
Reunification came a little late in the 
day, but it certainly helped. Many 
paintings have been loaned from 
museums formerly in the East, hence 
some atrocious frames and the poor 
state of conservation of certain works. 

But with Hedwig Huschke, for 
example, the determined Ms Meskim- 
mon drew a blank. The public gallery 
at Weimar has lent two paintings by 
Huschke; a view of village-houses 
near Weimar (1924) and a large, quiet- 
toned yet arresting self-portrait (1932). 
Now in the case of a 15th-century 
painting, it is never a surprise to find 
nothing is known about the artist A 


scholar dubs the artist Master of the 
Man in Striped Hose, and suddenly be 
exists. But In the century marked 
above all by the Triumph of Bureau¬ 
cracy, it is a shock to find an artist's 
catalogue entry stating “no biographi¬ 
cal information available." Huschke 
existed, but who was she? 

By now, of course, attentive readers 
will have smelt a rat The subtitle to 
the exhibition is “Tlie Role of Women 
Artists in Germany 1918-38." Which, 
of course changes the whole picture 
and lets me, and I dare say you too, 
off the hook. 

Small wonder that, except for Koil¬ 
witz, none of these women artists was 
selected for the Royal Academy’s 1985 
conspectus show of German 20 th-cen¬ 
tury art More tellingly, none of them 
was shown at the 1978 Arts Council 
exhibition which for the first time put 
Neue Sachlichkeit before the British 
public. Gerta Overbeck and the Jew¬ 
ish artist Lea Grundig were merely 
names in the text 

So, on one level, the Leicester exhi¬ 
bition is a particularly well-re¬ 
searched example of feminist art-his¬ 
tory managing to salvage women 
artists from I’oubti. It is amusing to 
find that Whitney Chadwick’s Women, 
Art and Society, published only two 
years ago and billed as a "comprehen¬ 
sive” account of women's involve¬ 
ment in the fine arts, also came up 
only with Koilwitz, plus Paula Moder- 
sohn-Becker. 

One of the best things in Domestic¬ 
ity and Dissent is the self-portrait 
bronze made in 1936 when Koilwitz 
was nearly 70 - the year in which 
she was unofficially banned from 
whiMting by the Nazis. Obviously it 
was tempting to include this great 
artist who has come to enjoy cult sta¬ 
tus. However, she makes an odd mem¬ 
ber of Neue Sachlichkeit, and what 
gives Domesticity and Dissent its 
cogency is the focus on the contradic¬ 
tions, ironies and undoubted achieve¬ 
ment of these women realists. 

Central to the Neue Sachlichkeit 
tendency was the image of the artist 
as a man of unflinching vision, focus¬ 
ing his lens on whatever was banal, 
repulsive, cruel We think, of course, 
of Grosz and Dix, of their <hnririwg 


images of prostitutes and cripples. 
Many artists of Marxist and anarchist 
sympathies wanted to flay bourgeois 
society in their work, to express sym¬ 
pathy for the sufferings of the indus¬ 
trialised proletariat 

Traditionally, women artists were 
expected to prefer domestic images. 
But in an era when everyone was 
talking about the problem of the New 
Woman, who had the vote and cam¬ 
paigned for abortion, many women 
artists naturally embraced the cause 
of public “dissent". There are images 
of domesticity. However, it is a home 
which is a place of suffering, where 
poverty is least visible yet most cruel 

In Lea Grundig's etchings for the 
“Women's Life" series, a child is dead, 
a mother sits like a prisoner and the 
streets are for women a place of exclu¬ 
sion, gazing at consumer goods in 
shop windows. "A Children’s Play¬ 
ground at Night” is a place beneath 
apwiring factory chimneys where men 
and women make love on the 
benches: in a Grosz scene, we would 
know the women were prostitutes, 
but here, both sexes are victims. 

However, there is a great variety in 
the work of these artists. Grete Jur- 
gens’s portrait of a little girl repre¬ 
sents another facet of Neue Sachli¬ 
chkeit, the nostalgia for Bedermeier 
sweetness. In Eva Schulze-Knabe’s 
heroic self-portrait, there is conscious 
defiance of the anti-female stereotype 
which kept women - and women-art- 
ists - in their place. Other personal 
“discoveries 1 ' I earnestly hope to be 
seeing more of include the sculptors 
Lucie PrassogJahn and Rend Sin ten- 
sis, and the painters Gerta Overbeck 
and Kate Diehn-Bitt (there is a fasci¬ 
nating neo-Ren alssance self-portrait). 

Domesticity and Dissent ends on the 
July 5. However, I am told there is a 
“90 per cent" chance it win transfer to 
the Kelvingrove Museum and Art Gal¬ 
lery in Glasgow. I hope so: this is an 
exhibition after which our view of 
German art of tbe interwar years 
ought never to be the same again. 

Leicestershire Museum and Art Gal¬ 
lery (0538654100). Exhibition spon¬ 
sored by Bflnnann UK Ltd: additional 
support from Goethe InstituL 



Eva Schulze-Knabe’s self portrait of 1929 in the ‘Domesticity 
and Dissent’ exhibition at the Leicestershire Art Gallery 


Music In London 

Michael Nyman 


The London Opera Festival, 
running throughout June, is 
currently presenting an even¬ 
ing of Michael Nyman’s music 
at the Shaw Theatre. In the 
first Half the Endymion Ensem¬ 
ble; unconducted, play suites 
of the music Nyman has writ¬ 
ten for films by Peter Green¬ 
away: The Draughtsman's Con¬ 
tract, Zed and Two Noughts 
end Drowning by Numbers. 

The second half affords the 
premiere staging (by David 
Meyer) of an operatic work 
which Nyman has derived 
from a television film in which 
he was involved as composer 
and more: Letters, Riddles and 
Writs, a portrait of Mozart, 
with a text drawn from docu¬ 
mentary sources by the film’s 
director. Jeremy Newson. 

I found the first half quite 
hard to take. The ensemble is 
amplified (not very skilfully), 
and it comes at one with a 
painful punch in the ear. 
Nyman’s minimalist-repetitive- 
rhythmic style has brightness 
and felicity, often a seductive 
catchy char m. He is ingenious 
in spinning his own pop-varia¬ 
tions. out of themes and 
motives from music of the 
past, Purcell’s, say, or Moz¬ 
art’s. 

A piece like In Re Don Gio¬ 
vanni (not played at the Shaw 
Theatre), based on Leporello’s 
“Catalogue Aria" is so unfor¬ 
gettable that the original now 
sounds as though Mozart had 
allowed himself to be over-in¬ 
fluenced by Nyman. But the 
raucon&iess of Nyman's scores 
and the jigging motions they 
seem to require from their per¬ 
formers - bows fly up and 
down like shuttles, trombone 
slides work like pistons, bodies 
hippy-shake-shake - can be a 
mffp off-putting. The ensemble 


on Wednesday night, lit in cool 
and sexy fluorescent hues, 
looked just like a busy sewing 
machine. 

The chamber opera, half an 
hour long, featuring only two 
singers (and the Endymion 
Ensemble), was a witty and 
haunting investigation or Moz¬ 
art’s relationship to his father 
when it began life as the first 
of six Not Mozart films, devised 
by Annette Morreau and 
shown (five of them, at least) 
on BBC 2 at the end of the 1991 
bicentenary year. 

Nyman has altered it consid¬ 
erably for stage presentation, 
not as far as I could tell for the 
better, but one could tell little 
from this poor account of the 
piece. The mise-en-sc&ne - a 
spread of manuscripts, a rising 
candle-chandelier, a daubed 
curtain with an inset window 
- was dull to adequate. Count¬ 
er-tenor Jonathan Peter Kenny 
as Mozart was unsure of him¬ 
self, and bass Martin Nelson in 
the triplicate role of father Leo¬ 
pold, Sarastro and the critic 
Naegli thoroughly incoherent. 
Ute Lemper, the original Wolf¬ 
gang, was sorely missed, as 
was a conductor to keep the 
singers at their places. The 
ensemble, heard from behind 
the curtain and on loudspeak¬ 
ers inside the auditorium, was 
Ettie more than a throb of raw 
energy. 

Nyman’s music is entirely 
adapted from Mozart's. Both 
composers were garbled to 
death on Wednesday. Perhaps 
things will have improved by 
tonight. 

Paul Driver 


The Shaw Theatre. Sponsored 
by The Guardian. 


Panufnik memorial 
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Theatre/Malcolm Rutherford 


Ballet/Clement Crisp 


Schippel, The Plumber 


C.P. Taylor was a dramatist of 
prodigious output, better known in 
Scotland and the north east than in 
London. When he died in 1981 at the 
age of 52, he had written more than 70 
plays, none of them, before be was 30. 
His reputation since has been rising 
steadily and his works will be much 
performed at this year's Edinburgh 
Festival 

Taylor once said that he would be 
happy if half a dozen of them were 
remembered. Whether Schippel, The 
Plumber would have been among his 
top six is doubtful, since it is. hot 
typical of other work that l have read. 
It is an adaptation of a piece by Carl 
Sternheim and set in Imperial 
Germany, 1913. Its potential to dazzle, 
however, must have been always 
there. It had a West End run starring 
Harry Secombe in 1975. 

The original Schippel was fiercely 
satirical. It is about bourgeois 
snobbery on the eve of the first world 
war and contains some notable 
grovelling by the middle classes to 
royal blood, ft also sends up that very 
Germany tendency-to seek national 
harmony through music. 

By now, whatever Taylor may have 
thought himself the satire is dead, 
and Schippel emerges as a thoroughly 
enjoyable comedy which occasionally 
moves Into high class force. Tim aim 
of this-group of - solid-bourgeois 
citizens is to win the crown for 
singing quartets for the fourth year 
running. Since one of their members 
has died, it is necessary to fill the gap. 



* < 

AtBfOUr Uub 


Philip Franks 

The choice falls on Schippel, who has 
a tenor voice of which any German 
would be . proud. But as Sriiippel is 
only a. p lumb er, and illegitimate to 
boot, his inclusion creates social 
problems. 

The solution comes in Schippel 
being allowed to marry the fetching!? 


beautiful sister (Kate Buffery) of the 
leader of the leader of the quartet, 
though not before the sister has bad a 
ro mantic fling, which she expects to 
continue, with the local prince. Being 
from different ends of the social scale, 
the prince and the plumber get on 
perfectly well with eadi other. As the 
prince remarks, "it’s just like 
Shakespeare - the prince and the 
bastard". 

Jeremy Sams’s production contains 
a profusion of German music 
(especially Schubert) and some 
excellent singing. James Saxon as 
Schippel is several times 
enthusiastically applauded for his 
rendering of the various Lieder. That 
does not often happen to an actor. 
Saxon can act as well note his initial 
entry when he starts to eat the cream 
cake. 

There Is also a wonderful balcony 
scene with conscious echoes of Romeo 
and Juliet. “It’s horribly difficult in 
the circumstances,” says Philip 
Franks as the prince, “to avoid 
cHchfe.” The set, which includes the 
balcony and is designed by Lez 
Brotherston, is outstanding. The 
moon shines: the whole stage is used 
to the tall and when the top of the 
grand piano is raised, even that 
reveals scenic surprises. The opening 
is a trifle slow; it belies the tan that is 
to come. 


Greenwich Theatre until July 25. 

081 858 7755 


Touchbase 


The Rambert season continues at the 
Royalty Theatre with a second pro¬ 
gramme, whose centre is a much-men¬ 
tioned novelty for the company by 
Metre Cunningham. This Touchbase 
is one of the few pieces that Cunning¬ 
ham has made for an ensemble other 
than his own, though its creation is 
also shared with the choreographer's 
troupe. It can not be coincidental that 
the evening also offers us a chance to 
see apprentice work by two Rambert 
dancers - Mark Baldwin and Paul 
Old - whose debuts are strongly 
influenced by Cunningham's manner, 
since his has been a defining aesthetic 
for Rambert during recent years. 
What is ironic is that these disciple 
creations are so much fresher and 
more appealing to the eye than the 
work of the master. 

Touchbase is characteristic Cun¬ 
ningham In its disarming lack of obvi¬ 
ous structure. The seven dancers go 
blithely about their business against 
the yellow luminosities of Mark Lan¬ 
caster’s set, with a pair of white gates 
to mark their comings and goings. 
They wear disastrous beach outfits - 
the piece has an out-of-doors feel to it 
- and various whistlings and dank- 
lngs are made by Michael Pugliese’s 
score, which only lacks a voice saying 
Tm sure there’s something wrong 
with the central heating; it’s making 
the most dreadful noise". The dancers 
pose and stretch; Paul Old indulges in 
a vestigial hornpipe; Amanda Britton, 
Alexandra Dyer, Sarah Warsop and 
Shelley Baker move beautifully, and 
the result looks him Cunningham par¬ 


odying his own most hallowed proce¬ 
dures. Tbe choreography, I gather, 
was In part “generated” by a com¬ 
puter. Luddites, arise! 

Far more enjoyable Mark Baldwin’s 
Island to bland and Paul Old’s Still 
Dance. The first is a light-hearted, 
light-footed study in which the dance 
sometimes looks as if it is bemg fast- 
forwarded, so quick and flashing its 
effects. A sound-track makes faintly 
Polynesian no ises; the movement and 
the dancer s are alert, handsome fin 
nice, anonymous clothes), and while 
paying his debts to his elders, Bal¬ 
dwin shows himself his own man as a 
creator. He treats his dancers felici¬ 
tously - Sarah Warsop soaring in big 
jumps; John KUroy ebullient in step; 
J a cquel ine Jones radiant and contem¬ 
plative - and the dance has a pristine 
air. Very touching. 

Paul Old’s SHU Dance is performed 
In silence. Four dancers move quietly, 
and Old’s sense of harmony - a feel¬ 
ing that effects are balanced one 
against the other; that every action 
has its counter-action, and every 
movement its echoing response - 
gives the choreography a delicate but 
perceptible architectural order. It is 
refreshing to watch. The dancing of 
the company in all three works was 
exemplary. Lighting was excellent 


The Rambert Dance Company is at 
the Royalty Theatre until June 27, 
with varied programmes. Sponsors 
include Digital Equipment Company 
and the National Westminster Bank. 


concert 


The' programme opened with 
the first British performance of 
the Tenth Symphony. About 20 
minntaa long, this presents a 
businesslike profile - ideas 
well organised, orchestral tex¬ 
tures dear-headed, the piece as 
a whole firmly de ri ded not to 
outstay its welcome. There is 
an articulate air about its style 
of composition which might be 
taken as a feature of Andrzej 
Pan nfnik’ s work. 

Since tbe composer’s death 
in the autumn last year, bis 
music has been left to speak 
for itself. Panufnik was born 
and educated in Poland, where 
he spent his early years deeply 
engaged in all aspects of that 
country's musical life, in 1954, 
however; he moved to England 
and it was here that he spent 
his mature years, first as a 
conductor (with the City of Bir¬ 
mingham Symphony Orches¬ 
tra), then as composer, becom¬ 
ing knighted in 199L 

For this memorial concert, 
given at the Barbican Hall on 
Wednesday, there were two 
major works new to London 
audiences still to be heard. The 
Tenth Symphony, played with 
that swaggering virtuosity that 
the London Symphony Orches¬ 
tra can always bring to 20th- 
century mrigir_ made a splen¬ 
did opener - a little more than 
an orchestral showpiece too at 
the end, where it dies away in 
pages of some spiritual beauty. 

Then we had the first perfor¬ 
mance of tbe Cello Concerto, 
commissioned by the 150 and 
performed by Mstislav Rostro¬ 


povich. On an occasion like 
this one dearly wants to enjoy 
and admire an important new 
piece, but for all Rostro¬ 
povich's characteristically 
involved playing and what 
seemed a fine account of the 
orchestral part under Hugh 
Wolff; this score simply did not 
put forward the same individ¬ 
ual personality afforded by the 
symphony. 

The concerto is in two move¬ 
ments. With Panufnik’s love 
for geometric forms, they are 
reflections of each other and 
each palindromic within them¬ 
selves. The first is an adagio, 
which stirs promisingly into 
life, but then meanders incon¬ 
sequentially. The second move¬ 
ment is a spiky scherzo and 
this just seems poised to 
engage weightier matters in 
the cadenza, when the orches¬ 
tra signs off abruptly and It is 
all over. 

There is a limited amount of 
expressive potential in the con¬ 
certo, but what there was 
Rostropovich delivered with 
his customary, whole-hearted 
abandon. Even in Dvofdk’s 
Cello Concerto, which followed 
after the interval there was 
not a sign of staleness creeping 
in, however many times the 
cellist must have played this 
music in his lifetime. His spon¬ 
taneity has never deserted 

h im. 

Richard Fairman 


Sponsored by Technics Hi-Fi 



The Bregehz Festival opens on 
July 21 with a new production 
of La Damnation de Faust in the 
Indoor theatre, conducted by 
Vladimir Fedosseyev. Bregenz 
Is otherwise one of many 
festivals this year to follow a 
Spanish theme. Jerome Savary’s 
large-scale Carmen production 
Is revived on the floating stage. 

There will be an adaptation 
of the Carmen story by the 
Slovenian National Theatre, a 
flamenco show at the Theater 
am Kommarkt and a concert 
of Spanish music by the Vienna 
Symphony Orchestra under 
Rafael FrQhbeck de Burgos 
(05574*4920 224). 

Three major festivals in the 
south of France - Avignon, 
Aix-en-Provence and Montpellier 
- take place over the next 
month. Avignon (July 10 to 
August 3) goes Spanish with 
productions of Le Chevalier 
d’Olmedo by Lope de Vega and 
Los cammos de Federico, a 
composition of Lorca texts. Alain 


Maratrafs musical Zarzuela! 
Historla de un Patio transfers 
from the Vienna Festival, and 
there is also a French version 
of Cervantes’ Le Sfege de 
Numance and Pasolini’s play 
Calderon (9085 4472). 

This year’s operas at Alx (July 
13-31) are Dan Giovanni, The 
Rake’s Progress and a revival 
of last year’s hit, Britten's 
Midsummer Night’s Dream. But 
the attractions of Aix He Just as 
much in the well-planned concert 
series, which Includes short 
recitals by up-and-coming 
singers, longer ones by 
established artists and big 
choral events In the cathedral. 

There will be a Samuel Homey 
concert, a recital by Dmitri 
Hvorostovsky, two Monteverdi 
programmes by Las Arts 
Florissants under William - 
Christie, and a Mahler and 
Milhaud concert conducted by 
Kent Nagano (4217 3400). 

MontpelGer, the Radio France 
festival (July 13 to August 1), 
devotes itself to off-beat operas. 
Interspersed with a broad 
mixture of symphonic 
programmes. Offerings Include 
the original version of Alda, 
concert performances of 
Puccini’s Edgar and Franchetti’s 
Cristoforo Colombo, Edward 
MacDowell's Second Plano 
Concerto and Franz Schmidt’s 
Fourth Symphony (6761 6681). 


EXHIBITIONS GUIDE 

BARCELONA 

Pia Almoina Medieval Catalonia: 
an exhibition divided between 


three different locations in the 
Barrio:Gotico. Pia Almoina (first 
building to the left of the 
cathedral) houses the first 
section, entitled Genesis of 
Catalan Romanesque Art The 
second part Between Tradition 
and Innovation, is housed in the 
Old Royal Palace at Piaca del 
Rel. Part three. The Golden Age, 
Is at St Anne's Church, behind 
Piaca Catalunya. Ends Aug 9 
Fundacto la Caixa Sports in 
Ancient Greece: a guide to the 
customs, rituals and philosophy 
of sport in ancient Greek culture, 
from childhood games and the 
formal training of school, to the 
development of the complete 
athlete. Ends Aug 9 
BONN 

Kunstballe der BundesrepubIBc 

This new DM130m exhibitions 
complex opened last week with 
five different displays which will 
run throughout the summer. The 
first is a synthesis of the main 
developments In modem art, 
from the end of the last century 
to the present day, with 150 key 
works by 120 artists, all of whom 
were rejected or misunderstood 
by their contemporaries. 
Pantheon of 20th Century 
Photography Is another historical 
exhibition, bringing together 
images by 30 photographers. 
French artist Niki de Saint Phalle 
gets a solo show, with a wide 
range of works displayed inside 
the building and a further 35 
outside. Another retrospective 
is devoted to the work of 

Viennese architect Gustav 
Pelchl, who designed the 
Kunstballe building, while a 


major display entitled Global 
Change confronts the world’s 
environmental problems. Closed 
Mon 

Rheinisches Landesmuseum 

Turner’s Rivers of Europe: an 
exhibition originally mounted 
by London’s Tate Gallery, 
tracing Turner’s tours to the Low 
Countries, and including 
sketchbooks and colour studies 
newly identified and dated by 
Cecilia Powell. Ends July 5. 
Closed Mon 
CHICAGO 

Art Institute Masterpieces from 
foe National Gallery of Ireland: 
44 paintings by Mantegna, Titian, 
Gentileschi, Poussin, David, 
Velasquez, Gainsborough and 
others. Ends Aug 9. Daily 
DUISBURG 

W?lhetm-Lehmbruck-Mu8eiim 
Degenerate Sculpture: an 
exhibition devoted to sculptors 
who suffered from Nazi 
persecution, it also contrasts 
works from before and during 
foe Nazi period by sculptors 
whose development was 
modified by Nazi taste. Ends 
Aug 9. Closed Mon 
LONDON 

Harart & Johns European works 
of art and Old Master drawings: 
16th and I7fo century Italian and 
German bronzes, Italian 
Renaissance maiolica and 
Doccia porcelain, Venetian 
glass, drawings after 
Renaissance sculpture by 
Tintoretto and others. Ends 
July 10 (12 Duke Street, St 
James's SW1) 

Courtauld Institute Drawing In 
Bologna 1500-1600: an 


outstanding collection of more 
than 60 drawings, almost all 
from private collections 
and including some recent 
discoveries. Ends Aug 31. Daily 
Tate Gallery Richard Hamilton 
(b1922), a founding creator of 
Pop art Ends Sep 6. Also Turner 
and Byron. Ends Sep 20. William 
Blake (1757-1827): the apprentice 
years. Ends Aug 16. David 
Hockney: Seven Paintings. Ends 
July 26. Daily 

Royal Academy of Arts Summer 
Exhibition: foe world's largest 
contemporary art exhibition, 
drawing together some of foe 
finest examples of work by 
living artists, including 
Clemente, Baselitz, TSp ies and 
Ellsworth Kelly. Ends Aug 16. 
Dally 

Barbican Treasures from foe 
Collections of foe City of London, 
including a rich selection of 17th 
century Dutch paintings. Ends 
July 19. Daily 
Hayward Gallery Magritte. 
Advance booking on 071-928 
8800. Ends Aug 2. Daily 
MUNICH 
Kunatiialle'der - 
Hypo-Kulturstiftung Caricature 
and Satire: 500 years of pictorial 
comment on contemporary life 
and politics. Ends Aug 9. Daily 
Stadtmuseum Bruno Paul 
(1874-1968): German interior 
decoration and architecture 
between Jugenstil and foe 
Modems. 

The exhibition illustrates the 
artist’s wide-ranging activities 
as draughtsman, furniture 
designer, architect and teacher. 
Ends Sep 20. Closed Mon 


NEW YORK 

Museum of Modern Art Louis 
I Kahn: large-scale retrospective 
devoted to the most important 
American architect since Frank 
Lloyd Wright Ends Aug 18. Also 
Antoni Tuples, celebrated 
Catalan artist Ends Aug 9. 
Closed Wed 

The Drawing Center Guercino: 

60 drawings on loan from 
Windsor Castle, one of the 
highlights of international 
celebrations of the artist’s 400th 
anniversary. Ends Aug 1 
Metropolitan Museum of Art 
Korean Ceramics from the Ataka 
Collection: 114 exquisite works 
surveying foe full flowering of 
Korea's ceramic tradition from 
the 10th to 19th centuries. Ends 
July 12. 

Also Andrea Mantegna. Ends 
July 12. Royal Art of Benin. Ends 
Sep 13. Closed Mon 

PARIS 

Parc de Bagatelle Henry Moore: 
a major outdoor exhibition 
consisting of 27 over life-size 
bronze sculptures, ranging from 
the 1950s to the last great works 
of the 1980s, placed in the kind 
of open-air landscape for which 
they were intended. 

Ends Oct 4 (Bols de Bologne) 
Galerle Dfcner Imbert Henry 
Moore Intime: 500 works which 
formed the artist’s home 
environment, none previously 
seen in public. Ends July 24. 
Closed Sun (19 ave Matignon) 

Le Louvre dee Antiquabes The 
Gardens of Baron Haussmann: 
documents, plans and 
engravings showing Paris of 
the Belie Epoque. Ends Oct 4. 


Closed Mon (2 place du Palais 
Royal) 

Mus6e Gulmet From foe Tagus 
River to foe Chinese Sea: 
ceramics, porcelains and gold 
brocade bringing back the magic 
of Portuguese commercial links 
with the East Indies from 1513 
onwards. Ends Aug 31. Closed 
Tues (6 place d’tena) 

Louvre The Eye of the 
Connoisseur Homage to Philip 
Pouncey. The exhibition 
commemorates the Old Master 
drawings expert who died 
in 1990, and includes drawings 
by Correggio, Bandineili, 

Lorenzo Lotto and others. 

Ends Sep 7. Closed Tues 
Grand Palais The Vikings. Ends 
July 12. Closed Tues, late 
opening Wed (ave du General 
Elsenhower) 

SPOLETO 

Palazzo Racanl Arronl Gustave 
Moreau (1826-1898): a major 
exhibition devoted to foe French 
Symbolist Ends Sep 6 
WASHINGTON 
National Gallery of Art Art of 
the American Indian Frontier: 

150 objects produced by 
Woodland and Plains Indians 
in foe 19th century. Ends Jan 
24. DQrerto Diebenkorn: 114 
recent graphic art acquisitions, 
including works by Holbein, 

Goya, Gainsborough and Caspar 
David Friedrich. Also Kafoe 
Koilwitz (1867-1945). Ends Aug 
16. Ernst Ludwig Kirchner, 
German expressionist painter. 
Ends Aug 16. Jacques Callot: 
etchings and engravings by the 
early 17th century French 
prlntmaker. Ends Sep 7. Daily 
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Calm nerves 
in Lisbon 


M r John Robb, chief 
executive of Well¬ 
come, the pharma¬ 
ceuticals company, 
will pack his bags 
today and head for. his native Scot¬ 
land. Edinburgh will be his first 
stop on a round-the-world road 
show, taking in more than 16 cities 
from San Francisco to Osaka. On 
his travels he aims to promote the 
sale of at least 330m shares worth 
about £3bn. 

Mr Lawrence Banks, head of cor¬ 
porate finance at Robert Fleming, 
the adviser to Wellcome Trust, the 
charity which currently holds 73.5 
per cent of Wellcome, was optimis¬ 
tic about tbe offer yesterday. "We 
have been pleased with the level of 
interest both in the UK and interna¬ 
tionally in this first-rate pharma¬ 
ceuticals companyhe said. 

In spite of Mr Banks’s rhetoric, 
the issue's success hangs in the bal¬ 
ance. Following last week's aborted 
flotation of GPA, the aircraft-leas¬ 
ing group, the outlook for new 
issues has clouded over. The pros¬ 
pects for pharmaceuticals groups 
are uncertain. Between 1985 and 
1990 the world drugs market grew 
on average by 13 per cent a year, 
industry forecasts put tbe 1S80-95 
figure at 9 per cent; the five years 
after that could see as little as 5 per 
cent average growth. 

Last autumn, when preparations 
for Wellcome’s offer began. Mr 
Robb's sales task appeared easier. 
Pharmaceuticals shares were star 
performers on global markets. 
Between January 1990 and Decem¬ 
ber 1901, British healthcare stocks, 
driven by American buying, outper¬ 
formed the UK market by 65 per 
cent. Over the same period, Ameri¬ 
can drugs stocks outstripped the US 
market by 55 per cent 
The reasons were clear. Ageing 
populations in developed countries 
ensured that demand for drugs con¬ 
tinued to grow even during reces¬ 
sion. That guaranteed earnings 
growth for in excess of that experi¬ 
enced by other sectors. 

But drugs stocks have now fallen 
from grace. Since January, US phar¬ 
maceuticals shares have underper¬ 
formed the market by nearly 20 per 
cent American investors, noting 
the apparent upturn In the US econ¬ 
omy, have switched from recession- 
proof stocks into those that perform 
better during recovery. Wellcome 
has seen a similar shift in the UK. 
Its shares have fallen from £11.26 
before the issue was announced on 
March 2 to 914p yesterday. 

Investors' enthusiasm has also 
been dampened by the increasingly 
hostile environment for drugs com¬ 
panies. Costs associated with the 
research, development and market¬ 
ing of drugs are rising fast because 
drugs must go through expensive 
licensing procedures in individual 
countries at the same time. Mean¬ 
while revenues are threatened by 
worldwide downward pressure on 
drugs prices as governments strug¬ 
gle to contain ever-growing health 
expenditure. 

Pharmaceuticals earnings have 
started to suffer. Some US groups 
had disappointing first-quarter 
results this year. Shares in Bristol- 
Myers Squibb, the world’s third- 
largest drugs company, fell 10 per 
. cent on June 2 after it warned that 
sales growth for the second quarter 
would be less than 5 per cent 
Against this difficult background 
Mr Robb must set out his case. 
First, he must convince doubting 
audiences that he has adopted the 
right strategy for Wellcome to 
escape the twin pressures of rising 
costs and falling prices; and be 
must answer misgivings about arty 
perceived company weaknesses. 

The most crucial part of his tour 


IT WOULD not be surprising if 
several of tbe EC leaders assem¬ 
bled in Lisbon today caught them¬ 
selves wishing they were some¬ 
where else. At their last meeting, 
in Maastricht, they produced the 
Treaty on European Union. That 
left two big issues to be discussed 
in Lisbon: the budget for the next 
five years, and the enlargement of 
the Community. But the Danish 
people's rejection of their earlier 
handiwork has confused the 
debate on both issues, and has 
helped to thrust another - subsi¬ 
diarity - on to the table. In addi¬ 
tion, they must be well aware that 
this is their last chance to come 
up with an agreed position on 
agricultural subsidies which could 
form the basis of a needed break¬ 
through in the Uruguay Round at 
or before the G7 summit in 
Munich the week after next 
All four issues are important 
and difficult The budget is so divi¬ 
sive that the Portuguese presi¬ 
dency has decided to seek agree¬ 
ment at this meeting only on 
general guidelines rather than 
specific figures. But Spain threat¬ 
ens to veto the opening of enlarge¬ 
ment negotiations unless it gets 
the fall “Delors Two" package, 
designed to double the receipts of 
the poorer members by 1997. 

In support of their position the 
Spaniards cite the agreement 
reached at Maastricht, that the 
budget must be agreed before 
enlargement negotiations can 
start That is correct but does not 
mean it is necessarily in Spam's 
interest to block agreement by 
insisting on a figure its partners 
are unwilling to accept. Nor, how¬ 
ever, is the British, and Dntch 
opposition to any raising of the ' 
ceiling before 1997 likely to prove 
tenable. 

Should enlargement talks wait 
also upon ratification of the Maas¬ 
tricht Treaty? No, say the British, 
Germans and Portuguese, arguing 
that Danish fears of European 
Union can be allayed by the spec¬ 
tacle of fellow Scandinavians 
negotiating to join that same 


Union. Yes, say most other mem¬ 
ber states and the Commission, 
arguing that it must be clear to 
the applicants what Union it Is 
they are trying to join. i 

Meanwhile the Commission is ; 
scrambling to make Maastricht 
more acceptable by offering pow¬ 
ers back to the member states. 
This newfound zeal responds to a 
widespread feeling, by no-means 
confined to Denmark, that the EC 
is getting too centralised and 
interventionist But as Mr Jac¬ 
ques Delors and others point out 
much of its interventionism has 
arisen from the anxiety of some 
member states to make sure that 
others abide by the rules. Subsi¬ 
diarity and the single market - 
both concepts dear to the British 
heart - are to some extent In con¬ 
tradiction with each other. Too 
much subsidiarity will make it 
easier for Germany to ban imports 
of British lawn-mowers, or for 
France to subsidise the research 
costs of its favourite national 
industries. 

The issue is a complex one, and 
cannot be solved by an impulsive 
bonfire of EC competences. Nor 
should the Commission be seen as 
the only sinner. It is the Council 
fof Ministers) that makes EC law, 
and sometimes it Is less the pow¬ 
ers themselves that are objection¬ 
able than the way they are exer¬ 
cised. Tbe least one could ask is 
that legislation be debated and 
enacted in public, rather than 
behind closed doors. 

In feet all three issues - the 
budget, enlargement, subsidiarity 
- are ones over which the EC can 
afford to take some time, consider¬ 
ing them in conjunction with the 
Danish problem to which they are 
all connected. The Uruguay Round 
is the only really urgent issue. 

Put at its starkest, the EC feces 
a choice between risking the 
defeat of Maastricht in the French 
referendum, and risking the col¬ 
lapse of the world trading system 
through the failure of the Uruguay 
Round. Of the two, the latter 
disaster would be the graver. 


Helping India 


THREE GIANT economies - 
China, India and Russia - are 
now engaged in the same task: 
turning away from central plan¬ 
ning and towards the free market. 
With 40 per cent of the world's 
population between them, what 
happens in these three economies 
is more important for the world’s 
future than almost anything else. 
All three face huge problems. But 
all three also possess certain 
advantages. India's is the posses¬ 
sion of a sophisticated. If dis¬ 
torted, market economy. 

What India has needed is a gov¬ 
ernment that would stop stopping 
things from happening. Mr Nara- 
simha Rao's appears to be such a 
government, it deserves contin¬ 
ued, if highly conditional, support 
from the group of western aid 
donors meeting in Paris today. 

The payments crisis of June 
1991, which started off the unprec¬ 
edentedly deep round of reforms, 
was, as the government of India’s 
own Economic Survey notes, a 
reflection of a "loss of confidence 
in the government's ability to 
manage the situation’’. Behind 
that loss of confidence was India’s 
progressive fiscal deterioration. Its 
economy grew fester in the 1980s, 
at some 5J4 per cent a year, than 
it bad in the 1970s, but it did so on 
borrowed money and was, there¬ 
fore, living on borrowed time. 

Fortunately, the new govern¬ 
ment - under the Intellectual 
leadership of Dr Manmohan 
Singh, the finance minister - 
seized the opportunity to intro¬ 
duce not only stabilisation mea¬ 
sures, but structural reforms as 
welL Long needed liberalisation of 
trade and industrial'policies were, 
therefore, added to a sharp fisc al 
correction and devaluation of the 
rupee. 

The package was judged worthy 
of additional external support and 
this it duly received, notably from 
the International Monetary Fund 
and the World Bank. Now the gov¬ 
ernment seeks another $3bn in 
exceptional aid - 32.4bn from the 
IMF and the World B ank and 
$ 0 . 6 bn from bilateral donors. 


Has India done enough to justify 
continued support? It has. Has it 
done enough to set India on the 
sustained high growth path that 
its people deserves? It has not 
Now, in feet, comes the hard part 

The two budgets put forward by 
Dr Singh have reduced the budget 
to a projected level of 5 per cent of 
gross domestic product in 1992-93, 
but important forms of waste - 
the fertiliser subsidy, for example 
- remain. Monetary policy is too 
loose and, with a poor monsoon 
feared, inflation may be higher 
than the people will tolerate. 

The financial scandal in Bom¬ 
bay demonstrates the need for still 
more financial reform, combined 
with fiercer supervision. No less- 
important are unification of the 
exchange rate, along with a depre¬ 
dation to compensate for tbe low¬ 
ering of India's excessively protec¬ 
tive tariffs. Only thus can India 
hope for what it needs most: an 
export miracle rivalling those of 
countries to its east In addition, 
both privatisation and an exit pol¬ 
icy for unviable enterprises must 
be put in train, regardless of the 
political difficulties. 

The challenges are great and the 
lobbies opposed to the changes - 
formers, industrialists and organ¬ 
ised labour - are politically formi¬ 
dable. Bringing about radical 
reforms in a huge, pover¬ 
ty-stricken democracy could never 
be straightforward. There is 
already fear that the government 
is drifting. But there are no realis¬ 
tic alternatives, as the govern¬ 
ment knows. The west, for its 
part, should make it clear that it 
will support reform, but only so 
long as it is reform that it sup- 
peats. 

As has been true of many other 
developing countries, it was the 
threat of defeuit that concentrated 
the government’s mind. For this 
reason alone, support must not 
only be conditional, it should also 
be limited both in extent and in 
time. India should be' given excep¬ 
tional aid now, but the aim must 
be for India to stand soon on its 
own two feet 


Sunday trading 


YESTERDAY’S DECISION by the 
House of Lords on Sunday trading 
brings welcome clarity. The Shops 
Act 1950 remains the law of the 
land unless repeated or declared 
invalid under the Treaty of Rome 
by the European Court. Local 
authorities can seek Injunctions 
stopping illegal Sunday trading 
without having to promise com¬ 
pensation if the law is declared 
invalid. If it is, the UK govern¬ 
ment could be liable to pay com¬ 
pensation to shops for loss of prof¬ 
its on Sunday trading. 

That is a wise judgment, 
because it places responsibility for 
sorting out the mess over Sunday 
trading firmly with the govern¬ 


ment. Ministers can no longer 
stand back and blame local 
authorities for allowing the law to 
be flouted. 

Their next step is clear: the 
Shops Act should be repealed 
without delay. Sunday trading 
provides benefits to consumers in 
convenience and - by nrnfrtng 
more efficient use of capital - 
lower prices. A quick bill is 
needed before the Sabbatarians 
and shop workers’ unions mobilise 
the opposition. The threat of hav¬ 
ing to pay millions of pounds of 
compensation to supermarket 
groups if the European Court 
overturns (he Shops Act should 
focus the Home Secretary's mind. 


Paul Abr ahams examines the issue of 
shares in the UK pharmaceuticals group 

A Wellcome on 
the doormat 
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strong research base is clearly era- 
ciaL and Mr Robb says R&D invest¬ 
ment will remain at about 14 per 
cent of sales for the foreseeable 

^Since joining the company from 
Beecham, where he was consumer 

products executive, m 1», Jr 
Robb has tried to Integrate R&D 
more closely into the marketing 
effort. Symbolically, the group mar¬ 
keting operations have been moved 
to the Beckenham R&D sde, provid¬ 
ing far closer co-operation between 
the two divisions. 

“Marketing is terribly important, 
he said. "We used to think if we got 
the research and development right 
the products would sell themselves. 

We have to market ourselves 
aggressively.’’ 

Rather than building up expen¬ 
sive marketing networks, however,, 
the group is turning to co-market¬ 
ing agreements with other compa- gjft 
nies. It has initialled deals with 
Hoechst in Germany. Sigma Tau in 
Italy and Sumitomo in Japan to 
help market Zovirax. 


L ast spring the company 
conducted the most thor¬ 
ough review of its R&D 
projects it had under¬ 
taken. Its aim was to 
avoid research on scientifically 
interesting but commercially fruit-' 
less compounds. As a result, numer¬ 
ous products were dropped, leaving 
resources for fewer but potentially 
more lucrative drugs, such as. Ato- 
vaquone, Wellcome’s medicine for 
Aids-related pneumonia. 

Mr Robb has also moved to set up 
clinical trials simultaneously in 
Japan, Europe and the US for Well- 
come's new herpes treatment, 
known as 256. Previously such trials jd 
were carried out consecutively, 
leading to long gaps between 
approval in each market. Project 
teams have been established to 
anticipate potential delays with tbe . 
regulatory authorities. Mr Robb's 
hope is that 256 could be rolled out 
into the world's three largest mar¬ 
ket’s - the US, Japan and Europe 
- within 72 months. It took II 
years to obtain all Zovirax’s 
licences. 

In spite of Mr Robb's efforts, 
weaknesses remain. Wellcome’s cor¬ 
porate tax rate, for example, is rela¬ 
tively high because it has not 
moved parts of its manufacturing 
base to countries such as Singapore 
and Puerto Rico, which have liberal 
tax regimes. The group pays 36.5 
per cent of its profits in tax, in 
contrast to Glaxo's 28 per cent and 
Merck’s 26 per cent SG Warburg | 
said in its circular that its expects * 
Wellcome’s tax burden to increase 
by l percentage point this year. 

Another concern is Retrovir. 
Wellcome’s anti-HIV drug. Its 
patent is being challenged by Ban- 
Laboratories, a US generics group 
which is seeking to market its own 
version of the drug. 

"Wellcome’s case is technically 
strong, but the case will be decided 
by a North Carolina jury next 
year,” said Mr Plag at County Nat- 
west. "Both Retrovir and Aids are 
emotive issues and the outcome is 
by no means certain. If Wellcome 
loses, the group's earnings growth, 
could foil significantly after 1994.” 
Although the drug has a high name 
recognition, it represents only 14 
per cent of group sales. 

Robert Fleming’s Mr Banks will 
have to wait until July 24 when the v 
offer closes to see whether his opti- »T 
mism is justified. As Mr Robb jets 
round the world his marketing 
skills are likely to be much in 
demand. Despite the questions sur¬ 
rounding Wellcome's long-term 
growth, they are likely to ensure 
the issue succeeds. 
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will start next Friday when Mr 
Robb starts his US campaign. At 
least 80m shares, worth at present 
about SLSbn, have been slated for 
American investors. Morgan Stan¬ 
ley, the US investment bank advis¬ 
ing Wellcome, will be charged with 
the successful selling of such a 
large volume. 

Although the issue is only half of 
the US’s largest public stock offer 
last month, when General Motors 
raised $2.I4bn, tbe British company 
is not widely known in north Amer¬ 
ica. Only 2 per cent of its stock is 
owned in the US. compared with 
about 26 per cent of Glaxo, the UK 
pharmaceuticals group, and about 
32 per cent of SmithRUne Beecham, 
the Anglo-American company. 

Another problem for Mr Robb's 
US campaign is that Wellcome’s 
price-earnings ratio is slightly 
higher than that of Merck, the 
world’s largest drag company and 
last year one of US investors’ 
favourite stocks. 

Mr Steve Plag, pharmaceuticals 
analyst at County Natwest, the only 
important UK broker not directly 
involved in the issue, explained: 
“On my calculations Wellcome is on 
a prospective price-eamings ratio of 
22, whereas Merck is on 20 and 
Glaxo is on 18. The question is 
whether US investors will be will- 


foe Rogaly 


mg to buy a stock cm a higher ratio 
than Merck.” 

Nevertheless, Mr Robb can point 
to several factors in his company's 
favour. Wellcome is the fastest- 
growing of the world's 20 largest 
pharmaceutical companies. Over 
the past five years it has enjoyed 
the highest average annual earn 
Ings-per-share growth rate of any 
big pharmaceutical company - 
some 30.3 per cent compared with 
17.6 per cent for Glaxo and 15.7 per 
cent for SmithKline Beecham. 

I n the short term, in spite of 
difficult conditions, Well¬ 
come's earnings growth looks 
assured. SG Warburg, the 
company’s broker, forecast in 
its most recent circular that sales 
from continuing operations are set 
to grow at 16 per cent a year over 
the next three years. Meanwhile 
operating profit margins over the 
same period should increase from 
24.6 per cent to 29 per cent 
The strongest card in Mr Robb's 
hand is the company's ability to 
withstand pricing pressures. During 
the last six months, sales i n creased 
21 per cent over the same period of 
1991. But only 3 percentage points 
came from price increases. The rest 
was generated by volmne growth. 
"There’s little disagreement that 


Robb and his new management 
team have done an excellent job 
and that earnings growth looks 
strong for the next two years. ” said 
Mr Plag. “The problem is what hap¬ 
pens beyond that. There is a signifi¬ 
cant risk (hat earnings growth may 
start to decelerate. 0 

Mr Plag claimed that the two 
main motors for earnings growth - 
the company’s safes of less profit¬ 
able subsidiaries, and Zovirax, the 
anti-viral treatment - will start 
running out of steam soon. 

Unusually for such an ll-year-old 
product, Zovirax's sales are still 
growing fast But growth is likely to 
slow in the mid-1990s despite Well¬ 
come’s acquisition of licences 
around the world for Zovirax to 
treat diseases such as chicken-pox 
and shingles. The drug’s patents 
expire in Germany in 1993, followed 
by the UK in 1995 and the US - 
where 39 per cent of sales are made 
- in 1997. 

The patent expiries could be sig¬ 
nificant because much of Wel¬ 
come’s growth derives from Zovi¬ 
rax. Mr Plag estimates the product 
could account for more than 40 per 
cent of sales growth next year. 

For long-term prosperity Well¬ 
come is dependent upon the devel¬ 
opment of new products to replace 
existing earners. The company’s 


Time-bomb grannies 


The government's 
policy on commu¬ 
nity care is poten¬ 
tially as damaging 
as it is little-no¬ 
ticed. It could 
evolve into a juicy 
election issue for 
an alert opposition. 
The fateful deci¬ 
sions were taken at a special meet¬ 
ing of ministers on Tuesday. 

The policy affects all except the 
very richest of infirm elderly voters, 
and, potentially, all families with 
retired grandparents. When Mrs 
Margaret Thatcher came to office In 
1979 there were half a million peo¬ 
ple aged over 85 in Britain; when 
Mr John Major next feces the elec¬ 
torate in 1996 or 1997 there will be 
twice as many. Wbat was decided 
this week was to remove tbe power 
of choice from this great grey army. 

Old folk who cannot afford to pay 
for care, and whose families will not 
undertake it, will be delivered into 
the hands of officials. Trained 
“caseworkers'* will decide what is 
good for them and prescribe it. 
What? Surely that is wrong. I am 
afraid not - although it is true that 
when you consider the results of 
Tuesday’s deliberations you have to 
shake your head. Perhaps Labour 
won the election after all? Surely It 
could not be a Conservative cabinet 
committee that deliberated on Tues¬ 
day? Not under the chairmanship of 
Mr Citizen’s Charter Major? 

You need to step back to under¬ 
stand what happened. Local author¬ 
ities stopped expanding the provi¬ 
sion of old people’s homes before 
1979, Just as the explosion of the 
elderly, population began. Of neces¬ 
sity, a new system was created. 
Pressure, groups worked on the 
administrators. What .were called 
"board and lodging allowances” 
were gradually extracted from local 
social security officials, a practice 
formalised under Mrs Thatcher in 
1983. Anyone dependent on income 


support and In possession of less 
than £3,000 (now £6,000) In capital 
could get much of the cost of 
accommodation In a home paid for 
by the department of social secu¬ 
rity. The middle classes quickly 
learned how to impoverish Granny, 
take the government’s money and 
top it up to meet the cost of 
placing her In residential or nursing 
care. 

The result was the growth of a 
new industry. Since 1960 the num¬ 
ber of places in private residential 
homes has more than quadrupled, 
to over 160,000, according to Laing 
& Buisson, specialists in healthcare 
publishing. Meanwhile, tbe number 
of local authority places has fallen 
by 14,500 to 120,000. Since 1987 the 

The Treasury wants 
to hide what it is 
doing. There is no 
soppy talk of ‘open 
government’ 

number of private nursing home 
places has risen from 52,000 to 
above 135,000. Meanwhile NHS long 
stay geriatric places have risen by a 
mere 2,000, to 45,000. This new pri¬ 
vate sector business is just wbat 
Tories are supposed to favour. 
There are a few big players, and a 
great many mom-and-pop shops. 
You will have guessed the flaw: 
Laing & Buisson estimates that 
about 40 per cent of the revenue is 
taxpayers’ money. 

It is the size of that subsidy that 
lies behind tbe move to community 
care. It has grown from a mere 
£10m or so in I960 to over £I.6bn 
now. Z am told that when Sir Roy 
Griffiths first advised Mrs Thatcher 
of the need for a change he inti¬ 
mated that it would not save any 
cash. He saw his new system as a 
means of improving care. Mrs 
Thatcher bought the idea because. 


like the Treasury, she saw it as a 
means of capping costs. She delayed 
its implementation because she did 
not want local authorities to have a 
hand in administering the system, 
but gave in when it was demon¬ 
strated that all other options were 
worse. For example, if the NHS took 
it on it would be harder to decant 
geriatrics from very expensive hos¬ 
pitals to Iks expensive homes or 
the relatively cheap “community”. 

Mr Major delayed implementation 
last year because he did not want 
poll tax bills inflated. Some minis¬ 
ters - among them, it is said, Mr 
Kenneth Clarke, Mr John Patten 
and Mr Michael Howard - voiced 
doubts on Tuesday but the now 
familiar argument, that all other 
options are worse, won the day. The 
health secretary, Mrs Virginia Bot- 
tomley, may have won agreement 
that the transitional costs will be 
earmarked, so that the recipient 
local authorities do not spend the 
money on other things, but her 
department will not be sure until 
the minutes are circulated. If there 
is "earmarking", pressure groups 
will be able to see bow much, or 
how little, is spent on care for the 
very old. 

The Treasury motivation is sim¬ 
ple. It wants to hide what it is 
doing. There is no soppy talk of 
"open government" in that depart¬ 
ment. The present system, which 
continues until the end of March 
1993, is demand-driven. "Commu¬ 
nity care” will be cash-limited. It 
will be phased In over about four 
years, as those on existing grants 
die off Local authorities will admin¬ 
ister it, but they will be capped. 
They will have an in-built incentive 
to employ caseworkers who recom¬ 
mend the provision of "home helps" 
and meals-on-wheels at a Car lower 
cost than paying for places in resi¬ 
dential homes. When they do select 
homes they will use their purchas¬ 
ing power to drive prices down. It is 
a political time-bomb. 
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A high-stakes claim to 
France’s political prize 

President Mitterrand’s campaign to ratify the Maastricht Treaty is 
confounding his conservative opponents, writes Ian Davidson 

T he constitutional revt- *-*-*—“-*• -— 

sion passed this week 
by Os French pariia- 
u pgrit is an important 
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T he constitutional revi¬ 
sion passed this week 
by tiie French parlia¬ 
ment is an important 
boost for. President Mitterrand, 
but it is also much more than 
that: it. is a turning point on 
which be will be staking his 
presidency. 

It is a boost in two senses. In 


which be will be staking his 
ifeA presidency. 

1 -* 'I” 5 *-SiteitA, It Is a boost in two senses. In 
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step towards the French ratifi¬ 
cation of the Maastricht 
Treaty: Zf ratification gets 
through the referendum sched¬ 
uled for the autumn, and if the 
Danish problem is sorted out. 
President Mitterrand can claim 
an appropriately grand 
achievement to crown his long 
political career. 

At the same time, his cam¬ 
paign for Maastricht is proving 
a diabolically effective device 
for wrong-footing his political 
opponents. Over tine past year, 
the conservative parties have 
become increasingly confident 
that they will reverse their 
defeat -of 1988, and win a 
smashing victory in the gen¬ 
eral elections next March. The 
^Maastricht debate seriously 
^fihreatens this confidence, 
because it strikes them where 
they are most divided and 
therefore most vulnerable. 

The centre-right DDF group 
and the Centrist party are 
wholeheartedly committed to 
European integration and the 
Maastricht Treaty, bnt their 
Gaullist allies are Internally 
divided, between those who are 
at best ambivalent about the 
treaty, and those who are com¬ 
pletely hostile. 

This division between the 
Gaullists and their partners 
has already become a source of 
disagreement. It Is bound to 
become more intense as France 
moves from the phase of con¬ 
stitutional revision to the 
phase of. ratification.. If It 
should turn into an open quar- 


ka^fc rel, as it may well do before 

- - 3s the ratification process is over, 

rtr it could even prejudice the par- 
j -,-Tir ties' ability to work success- 
vn:: fully together in the general 
election campaign. 

These conservative divisions, 
•; rrai-? and the near-certainty that 
they will get-deeper, must 
.seem a sweet revenge for Presi- 
"..V:-i 2 dent Mitterrand. For more 
.: -.-s than a year, ever since his 

.-In calamitous appointment of Mrs 
7- p Edith Cresson as prime minis- 
ter, he has been in. the dol- 
. ~..... _ j. ttr ums jjj the opinion polls. Her 
_ Zi. replacement’by Mr Pierre B6ife- 

. ir"T.‘v govoy, the former finance min- 
j : ~. .Z ister, last April has given the 
■ : “ \ir‘.7. government a vital shot erf opti- 
misin; but President Mltter- 
: . ... rand himself is still rock bot- 

; ' "/2T-- tom in.public opinion. 

A year ago, the morale of the 

- regime was so low that some 

: people predicted that President 

• ' ■ Mitterrand might be forced to 
resign before the end of his 


Marked loss 
of face 

■ Embarrassment all round 
at Switzerland Inc as the veil 
came off a huge new clock 
marking the central meeting 
point at Zurich's main 
railway station. 

The aft-square dock, which 
1 is seen by some 300,000 people 
a day, sports the bright red 
logo of Citizen, Japan's leading 
watch-maker. More galling 
still, the clock itself is actually 
Swiss, being made by the 
pukka Zurich firm erf Theodor 
Beyer. Citizen simply beat its 
Swiss competitors to claim the 
choice advertising space. 

The country’s Federal 
Railways, which sold the 
space, protests its innocence, 
ft offered the opportunity to 
all watch-makers, bnt the 
Japanese company was the 
only one to jump. 

Citizen was delighted to have 
the chance to outsmart its 
leading Swiss rival SMH, 
producer of the phenomenally 
successful Swatch, which has 
be* n wfliring life miserable 
for its Japanese competi tors 
on several fronts, ft has even 
undercut them on sales of 
watch parts in Hong Kong. 

Even so, the Swiss 
contingent will have the home 
defeat staring them in the face 
for a good while yet. Citizen’s 
contract runs until 1998, with 
an optional further three years 
thereafter. 


Cell out 

■ Int er ested In prison visiting? 
Keen to travel to exotic places? 
Then the foreign office con¬ 
sular service may be for you. 

One of the prime tasks of 
its officials, says today’s report 
from the National Audit Office, 
A is giving solace to the 2^00 
^ British citizens in foreign 
gaols. Indeed, all con s ular staff 
no^r receive training in prison* 



term. Yet his character made it 
more likely, even then, that he 
would not give up without a 
fight, and that he would seek 
the high political ground to do 
so. 

Maastricht offers this high 
ground. And with characteris¬ 
tic shrewdness, Mr Mitterrand 
has organised the procedure 
and the timetable to exploit the 
weakness of his opponents to 
the fiilL By forcing the consti¬ 
tutional revision through the 
parliamentary procedure, he 
has driven the conservative 
parties to display their widen¬ 
ing divergences before the pub¬ 
lic. The Gaullists have accused 
their ostensible _ 


ate efforts to contain the Gaull- 
ists 1 internal divisions have 
made it easier for the anti- 
Europeans to drive the party 
ever closer to an anti-Maas¬ 
tricht position. 

Last week the Gaullists 
abstained on the revision of 
the constitution in the 
National Assembly, but voted 
against it in the Senate. This 
week they declined to take part 
in the proceedings in the joint 
Congress in Versailles, on the 
grounds that the the treaty 
was nul and void, as a result of 

the D anish “no" vote. 

Since the Danish problem 
almost certainly cannot be 
_resolved before 


partners in the nph« division hrtwAAn September, this 
UDF and Cen- in ? DetW ^ n logic ought to 


UDF and Cen- 

txist parties of the GSUiUStS and require the 

■MS ^ partoers is 

eminent. The DOHIia TO D€C0m6 treaty in the 
centre-right mnrA intone* French referen- 

have retorted in mui c dum. But Mr 

kind, warning Jacques Tou- 

that they could not vote with bon, the former see¬ 
the Gaullists in a future elec- retary-general of the party, has 
tion, and might even campaign said that he was opposed to the 
against them, if they were to constitutional revision, but 
vote against ratification of the was in favour of the ratifica- 
Maastricht Treaty. tion of the treaty. This is a 

There is little doubt .that Mr position which it must be quite 
Jacques Chirac, - the Gaullist • difficult to explain, 
leader, hopes eventually to The Gaullists' dilemma has 
declare in favour of Maastricht raised new questions about the 
He stfll harbours presidential balance of forces between the 
ambitions; he knows that an' conservative parties. In the 


the Gaullists and 
their partners is 
bound to become 
more intense 


anti-European label might 
make him unelectable; in any 
case, it would be an impossible 
handicap If he were elected. 
Yet he has not been able to 
impose this logic on his party. 

On the contrary, his desper- 


pre-Maastricht era the Gaull¬ 
ists, as a single party, were 
more disciplined and therefore 
stronger than the somewhat 
diverse assemblage of liberal 
and Christijan-Democrat par¬ 
ties. Today, it is the UDF and 


Observer 


visiting before moving to 
Havana or wheresoever. 

Assiduous as ever in 
assessing the effectiveness of 
government expenditure, the 
audit office spoke to 20 Brits 
imprisoned abroad to find out 
whether they were satisfied 
with the quality of consular 
services. Most appeared happy 
with the assistance received, 
though whether this included 
the provision of files in cakes 
is not disclosed. 


Lights out 

■ TJS columnist George Will’s 
verdict on the British 
monarchy: “The magic is gone. 
When the current occupant 
of the throne is done, they 
should turn off the lights at 
Buckingham Palace". 


Outside chance 

■ If Halifax - “the biggest 
and getting bigger" b u i ldin g 
society - really means to 
break with its past and look 
beyond its own ranks for Its 
next chief executive, there'll 
certainly be no shortage of 
candidates. 

The upper echelons of 
NatWest and Midland are 
littered with executives who 
have been passed over for 
promotion, and so would relish 
h go at running a retail 
banking business which is 
more than twice as big as 
theTSB. 

Even so, the last thing the 
Halifax needs Is a dull and 
boring clearing banker 
running the works. Apart from 
Lloyds Bank’s Brian Pitman, 
vary few of same can pass 
muster as good at both 
banking and man agin g. Far 
i better to follow Abbey 
National’s example and recruit 
a complete newcomer as it did 
In Peter Birch, a former 
m a n ag ing director Of the UK 
endoSette. 

Whether the Halifax will 




“You should have seen 
the French trawler 
that got away" 

actually do so is another 
question. It hates its rep¬ 
utation for watching what 
Abbey does, then following 
suit after a decent Interval 


Site saga 

■ You would think Euro-, 
-officials had more pressing 
things to discuss at Lisbon 
than that old chestnut, the 
siting of the European 
Monetary Institute. Bnt the 
tedious saga has recently taken 
a fresh turn with the 
Portuguese apparently inclined 
to propose Bonn. 

The Germans should be 
terribly grateful - the idea 
having certainly not occurred 
to them. For instance, the 
arrival of this wonderful 
institution might laid some 
point to the otherwise 
inexplicable burst of 
construction that continues 
apace on the shores of the 
Rhine - as if Bonn were 
remaining the country’s 
capital. Why, then. Is the 
German government still 
churlishly rooting for 
Frankfurt? 

The fact is that a putative 
European central bank is 


the Centrists which feel stron¬ 
ger and more united. This is 
partly because they have no 
difficulty over the revision of 
the constitution, but also 
because they have managed at 
the same time to impose sub¬ 
stantive amendments which 
the government was reluctant 
to concede. 

Some commentators have 
concluded that the Maastricht 
debate is ppening up the possi¬ 
bility of a sweeping reversal of 
political alliances; by the time 
the ratification struggle is 
over, tbe conservative alliance 
will be dead and gone, but the 
ground will have been pre¬ 
pared for a new pro-European 
alliance between the Socialists 
and at least parts of the centre- 
right. 

Such a recomposition or the 
political scenery seems rather 
unlikely, at any rate before the 
general election. The Socialists 
are probably too contaminated 
as election partners, and public 
opinion is clearly poised for a 
conservative alternative. On 
the other hand , the final fete of 
the Maastricht Treaty may 
well not be resolved before 
next spring, in which case the 
European quarrel between the 
conservative parties will also 
be alive during the general 
election. 

All this must be deeply satis¬ 
fying to such a c onsumma te 
political manipulator as Presi¬ 
dent Mitterrand. Tbe Gaullist 
party is impaled on its nation¬ 
alist reflexes, and Mr Chirac is 
in the process of confirming 
that he is not in strategic con¬ 
trol of his party. For the 
moment the odds must still be 
heavily in favour of a large 
conservative victory in the 
next general election, but the 
Europe factor may shorten 
them dramatically. 

Such calculations leave out 
the Mitterrand factor, however. 
French public opinion has long 
been in favour of Europe, and 
the polls show a constant mar¬ 
gin of popular support for the 
Maastricht Treaty. But unless 
there is a recovery in the presi¬ 
dent’s personal popularity, 
there is a clear danger that the 
electorate will decide on the 
day to vote against Mr Mitter¬ 
rand. rather than In favour of 
Maastricht 

It is in this sense that Mr 
Mitterrand is staking his presi¬ 
dency in his Maastricht cam¬ 
paign. For if the Maastricht 
referendum were to fail, there 
is little doubt that he would be 
morally obliged to resign. The 
poetic paradox in the drama Is 
that Mr Chirac may be able to 
maximise the chances of Presi¬ 
dent Mitterrand’s resignation, 
by campaigning against the 
Maastricht Treaty; but only at 
the price of reducing his own 
chances of being elected in his 
place. 


actually pretty unexciting stuff 
- in terms erf job creation and 
so on - if sited anywhere 
except in one of Europe’s three 
major fi n ancial centres. 

Buro-dedslofrmaklng being 

what it is, the spoilers will 
probably succeed in creating 
the worst of all possible worlds 
just to ensure their “partners” 
get no such leg-up. But, 
knowing Bonn is not much 
of a substitute, the Germans 
are not prepared to give up 
quite yet. 


On the ball 

■ If EC eminences at today's 
European summit see Danish 
foreign mhiiatAr Uffe 
EUermann-Jansen and 
Germany’s Chancellor Kohl 
seated side by ride with their 
heads together, it should not 
be concluded that they are 
forging some threatening 
alliance. Quite tbe contrary.. 

EHennannJensen. an anient 
soccer fen, is taking a 
pocket-sized TV set with him 
so as to 1 watch the final of the 
European football cham- . 
piocsbips between Denmark 
and Germany. Tm quite sure 
Helmut Kohl, whoU be sitting 
. next to me, will be just as 
interested as 1 am,” be says. 


Food of love 

■ “Candy is dandy, but liquor 
is quicker. 1 * The American poet 
Ogden Nash’s idea of a 
seductive diet is fer ; 
outrcaloried by the UK 
equivalent, juri: elicited by a 
Mori poll of L200 citizens and 
published In Taste magazine. 

The Brits’Ust of 
libido-livening Hiahwa runs to 
dozens, with oysters topping 
the ranking and chocolate and 
ginseng root tied for second. 
Several others lower down the 
league, however, smack. 
somewhat of the kinky. 

Besides, garlic, they include 
milkshakes and margarine. 


Pace-setters 
in public 
sector pay 

From MrRRmeh. 

Sir, While concurring with 
everything else which was 
said, f cannot endorse the 
statement in your editorial, 
"Regulating tbe water indus¬ 
try” (June 22). that “water 
company chairmen and chief 
executives - (were) probably 
underpaid when nationalised". 

Ever since they were set up 
in 1974 to their demise, rather 
than being the Cinderellas, the 
water authorities were the 
pace-setters tor executive pay 
in the public sector - and no 
more so than in the case of 
those at the top. And, If one 
took into account the “perks”, 
the differentials were even 
more obvious. 

Privatising the water author¬ 
ities did not alter the essential 
nature of the tasks to be per¬ 
formed. (In feet, at least 10 per 
cent of former duties were 
transferred to the National 
Rivers Authority). With no 
competitors and a captive mar¬ 
ket, no entrepreneurial skills 
whatsoever are required; the 
Job to be done is purely admin¬ 
istrative. Comparisons with 
the Ids and Lonrhos, etc of 
this world, where “real busi¬ 
ness” takes place, are false. 
The Job is certainly no more 
onerous, and perhaps even 

fogs, than tha t of r unning a 

large local authority such as 
Birmingham or Manchester 
and, accordingly, remuneration 
ahnniri be similar. 

At a stretch, one might have 
been able to overlook the out¬ 
rageous pay increases in the 
water companies If, by some 
miracle, the previous oft- 
repeated pledge that privatisa¬ 
tion would result in consumers 
paying lower charges than if 
the industry remained in the 
public sector had materialised. 
But, of course, it has not. It 
must be the biggest “con” to be 
perpetrated on the British pub¬ 
lic since that of Horatio Bot- 
tomley of First World War 
infamy . When will it learn that 
as fer as private monopolies 
are concerned, not unnaturally 
the interests of the consumer 
will always be secondary. 
Roland Rendu 
8 Minshull Place. 

Park Road. 

Beckenham, Kent BR31QF 


IMF not prevaricating over 
Russian economic reform 


From Shatlendm J Anjaria. 

Sir, Like you. the Interna¬ 
tional Monetary Fund would 
like to see economic reform in 
Russia proceeding as rapidly as 
possible (Leading Article: 
“Russia and the IMF”, and 
“IMF will advance Moscow 
Slbn", June 24). I am also giari 
that you recognise the serious 
risk of hyperinflation. How¬ 
ever, your criticism of the IMF 
for prevaricating shows that 
you and your correspondent in 
Moscow, John Lloyd, have 
been seriously misinformed. 

In particular, it is not true 
that the IMF has insisted on 
balancing the budget. We 
recognise the case for some for¬ 
eign financing erf the budget 
deficit Furthermore, your 

Where analysis 
on pensions 
went awry 

From Mr Lawless Bethune. 

Sir, Reading your editorial of 
June 20 (“Pensions after Max¬ 
well"), 1 agreed with much of 
what you said. The Law does 
need tightening to protect pen¬ 
sion scheme beneficiaries from ; 
rapacious or dishonest employ-1 
ers. In some places, however, i 
your analysis goes awry. I 

Take cross subsidy, for | 
example. You attack its use in ' 
final salary arrangements, but 
only a few sentences earlier 
you advocate it for a compen¬ 
sation scheme. In both cases, 
surely, risks are being shared 
and some participants will 
inevitably subsidise others? 

You conclude by suggesting 
that personal pensions would 
be the solution. For some peo¬ 
ple they are, but only rarely is 
a personal pension an individ¬ 
ual portfolio of assets. The 
overwhelming majority are 
invested with insurance com¬ 
panies, which pool all the pre¬ 
miums to operate massive 
cross subsidy. 

You have in the past critic¬ 
ised insurers for overselling 
their products and penalising 
people who back out early, 
even through no fault of their 
own. Is it really the answer to 
demolish employers' schemes 
and move millions of employ- 


claims that the IMF has been 
in«rfct frig that oil prices should 
be allowed to rise to world 
market levels this year and 
that it has been trying to force 
all states of tbe former USSR 
to remain within the rouble 
area are totally untrue. 

The IMF has always under¬ 
stood the reason for the Rus¬ 
sian government's wish to 
have a gradual rise in oil 
prices to world levels over a 
two-year period, as set out in 
the government's memoran¬ 
dum of economic policies in 
February. The Fund's position 
on the choice of currency is set 
out clearly in the managing 
director's speech at George¬ 
town University in April. The 
Fund co-operated very closely 


ees into insurance policies? 
Presumably you would also 
want the civil servants' own 
scheme switched into personal 
pensions? 

Lawless Bethune, 
divisional director, 

Godwins, 

Briarcliff House, 

Kmgsmead, 

Farnborough, Hampshire 


Interest rates’ 
influence on 
consumption 

Flrtmi Messrs CoUn Harte and 
Alan Doyle. 

Sir, Michael Lip ton (Personal 
View, June 24) has a very 
strange idea of the role of real 
interest rates in influencing 
inter-temporal consumption 
and production decisions. He is 
absolutely correct when he 
says that “long-term interest 
rates in real terms are a classic 
market signal". Rather than 
encouraging present consump¬ 
tion and resource depletion, 
however, they encourage the 
exact opposite. Which is pre¬ 
cisely why they are used as a 
macro-economic policy mea¬ 
sure - to encourage saving 
rather than consumption. i 

The example of the Indian | 
farmer is misleading. Faced 
with high long-term real inter¬ 
est rates, the “fierce arithmetic 
signal” is to use less capital 


with Estonia, the first state of 
the ex-USSR to introduce its 
own currency. 

Finally, the agreement 
between Mr Gaidar and the 
managing director last week 
related to the procedures for 
speeding up the remaining 
work and not, as implied by 
your reporter, to an agreement 
on a particular programme 
whfoh tbe Fund would support. 
Negotiations will soon resume 
in Moscow with a view to 
reaching agreement on policies 
that we could recommend for 
international support. 
Shailendra J Anjaria, 
director, 

IMF External Relations Depart¬ 
ment, 

Washington, DC 20431 


intensive production methods 
- appropriate technology in 
the jargon (which may well 
encourage lower but more sus¬ 
tainable production) - rather 
than to go for the bjgb return 
extractive production path. 
Only in the Bhort term can it 
be claime d that high real inter¬ 
est rates will force production 
of the extractive rather than 
sus tainab le variety - and high 
real interest rates have been 
around since the very late 
1970s. 

Colin Harte and Alan Doyle, 

WoridbwesL 

55 Russell Square, 

London WClB 4HP 


How to spot 
the engineer 

From Mr Ralph Sabry-Grant, 
Sir, Your readers can be for 
given for not realising that 
engineers are recognised 
increasingly at work by their 
fluency with the appropriate 
scientific literature and famil¬ 
iarity with computing. 

Prof Edge’s blue overalls and 
dirty fingernails (Letters, June 
20) might tied a place in a 
black museum of the 19th cen¬ 
tury. 

Ralph Sabry-Grant, 

32 Grange Gardens, 

Pinner, 
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abroad ? We 

wish you 
a safe retu rn 


Tax advantages for expatriates from Nationwide Overseas Limited. 

At Nationwide we think we’ve come up with the perfect cure lor home sickness: our 90 day 
notice Overseas Account. This is one of the investment accounts from Nationwide Overseas Limited anti 
has been specially created lor expatriates. And because its a subsidiary c>.( the I ks second largest 
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generous rates of interest with no tax deducted on all the six tiers we offer. As il this isn’t enough to help you 
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of up to £10,000 a vear. II. however, you need to jet ar your money more often or would prefer a monthly 
income, you can choose the instant access option. For our latest rates phone our 24 hour hotline 
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And start lookimr forward to our safe return. 
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BCCI creditors try to 
block Abu Dhabi offer 


By David Waller In Luxembourg 
and Andrew Jack In London 

CREDITORS of the collapsed 
Bank of Credit and Commerce 
International yesterday made a 
last-ditch attempt to prevent the 
implementation of an agreement 
between the government of Abu 
Dhabi, BCCl's majority share¬ 
holder, and its liquidators. 

Under the provisional agree¬ 
ment, creditors are offered a pay¬ 
ment of between $l.2bn and 
$1.27bn in comparison with 
BCCl’s total liabilities of $8bo. 
Creditors must also give up 
rights to legal redress against the 
majority shareholders. 

The approval of the Luxem¬ 
bourg court is required before the 
settlement can take effect It was 
approved earlier this month by 
courts In the UK and. the Cayman 
Islands. 

A final decision will not be 
reached before next week, follow¬ 
ing the decision by the court yes¬ 
terday to postpone further hear¬ 
ings until Tuesday. 

In a hearing marked by heated 
exchanges In French and 
English, the main opposition to 
the plan came from the London- 
based creditors’ committee, 

“The proposed contribution by 
the Abu Dhabi parties is inade¬ 
quate,” Ur James Lingard, of 
Norton Rose, solicitors to the 
committee, said. He said that the 


Horton is 
ousted as 
BP chief 

Continued from Page 1 


ning the company at the top,” be 
said. “It is not about changes in 
strategy." 

Analysts also speculated last 
night that a factor in Mr Horton’s 
resignation was a boardroom 
division over dividend policy. 

Under Mr Horton. BP has 
steadfastly refused to cat its divi¬ 
dend despite falling profits and 
rising debt levels, a policy which 
Initially pleased HP’s large insti¬ 
tutional shareholders but which, 
more recently, came to be viewed 
as short-sighted because it ate 
into Investment budgets. 

In the first quarter of this year, 
BFs profits fell 80 per cent to the 
point where they did not cover 
the company’s unchanged divi¬ 
dend. 

Mr Simon refused to comment 
in detail on BP*s performance in 
the current quarter for which 
results will be announced early 
next month. 

“We're fighting a difficult mar¬ 
ket, but we aim to be extremely 
competitive,” Mr Simon said. He 
repeated a comment he made at 
the end of the last quarter "We 
didn't see the market any easier.” 

Last night's changes are likely 
to prompt analysts to reassess 
BFs financial prospects. With Mr 
Horton gone, a dividend cut 
seems more likely. BFs dividend 
is only about half covered on 
forecasts of 1992 earnings. The 
dividend cost £905m in 1991 and 
analysts are forecasting earnings 
of about £450m in 1992. 

Earlier this year, Mr Horton 
was forced to modify his dividend 
commitment, but reassured 
shareholders that the payoat pol¬ 
icy aimed for real growth over 
time. However, shareholders and 
analysts believe that BP cannot 
keep that promise without sacri¬ 
ficing critical spending on explo¬ 
ration and development and dam¬ 
aging the company’s future. 

“He seemed prepared to jeop¬ 
ardise the company’s long-term 
future just to maintain the divi¬ 
dend,” said one large share¬ 
holder. 

There are also fears that the 
company’s weakening balance 
sheet will force It to make a 
rights issue. 

Mr Horton’s resignation, imme¬ 
diately hit BP’s share price in 
New York trading. The shares - 
traded as American Depositary 
Receipts in New York - fell $5V4 
to $48% by mid-session. 

institutional shareholders yes¬ 
terday expressed satisfaction at 
BFs decision to split the roles of 
chairman and chief executive 
between Lord Ashburton and Mr 
Simon. In m parings with.share¬ 
holders earlier this spring, inves¬ 
tors had raised the matter with 
Mr Horton and asked him to sep¬ 
arate the roles. 


committee was looking for a pay¬ 
ment of about $4 bn. 

He complained that the settle¬ 
ment was being forced on credi¬ 
tors despite the fact that the liq¬ 
uidators had had only Limited 
access to BCCI papers held in 
Abu Dhabi. 

“Until the Abu Dhabi parties 
make available to the liquidators 
all relevant papers and witnesses 
in Abu Dhabi, it is premature for 
the liquidators to agree proposals 
which the creditors’ committee 
find unacceptable,• he stud. 

He also complained that the 
proposed settlement was con¬ 
trary to the principle of law that 
all creditors should be treated 
equally unless they have prefer¬ 
ential rights under law. He 
argued that creditors with indi¬ 
vidual claims against the hank 
were unfairly being asked to give 
up their rights. 

An emotional intervention 
came from Mr Adfl Ellas, a Flo¬ 
rida-based businessman and a 
member of the creditors’ commit¬ 
tees in London and Luxembourg. 
He stood up and denounced the 
liquidators as acting in the Inter¬ 
ests of Abu Dhabi and not the 
shareholders. “I lost all of my 
money. I lost millio ns and Tve 
had to sell my home to survive. 
We ask this court to give us jus¬ 
tice.” 

His lawyer cited a letter seat 
from Senator John Kerry, chair¬ 


man of the US Senate foreign 
relations subcommittee, which is 
investigating BCCL The letter, 
which was sent to the London 
creditors' committee last week, 
complained about Abu Dhabi's 
failure to provide the information 
it promised to the Senate more 
than a month ago. 

In the letter, Mr Kerry said; “I 
remain deeply concerned about 
the impact of a global settlement 
between.the majority sharehold¬ 
ers and the liquidators before 
investigations have proceeded 
further. a 

Lawyers representing Abu 
Dhabi responded heatedly, saying 
that their clients were cooperat¬ 
ing fully with the Senate The 
lawyers also rejected any sugges¬ 
tion of wrongdoing on the part of 
the majority shareholders. 

They argued that Abu Dhabi 
had been a victim of fraud for a 
number of years and was not 
itself implicated in the fraud. 
They urged creditors to opt for 
the certainty offered by the set¬ 
tlement, rather than the uncer¬ 
tainty which would last for years 
if the plan did not go through. 

They repeated that the liquida¬ 
tors would have access to all doc¬ 
uments they needed in order to 
conduct the liquidation once the 
agreement was signed. The terms 
of the proposed settlement were 
not subject to renegotiation, they 
emphasised. 
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Yon must be joking: Undeclared US presidential candidate 
Ross Perot at a press conference where he denied inv 
ting people and accused the Republicans of ‘dirty 


Iran-Contra probe of 
‘highest level’ officials 


THE special prosecutor in the 
Iran-Contra scandal during the 
Reagan presidency said yesterday 
he was investigating whether 
nfflrfote at the “highest level of 
the government" broke the law 
over a 1985 US anna shipment to 
Iran via Israel. Reuter reports 
from Washington. 

Mr Lawrence Walsh said his 
Investigation was in its final 
phase, was expected to be done 
this summer and he had yet to 
decide on bringing additional 
criminal charges. 

The secret White House opera¬ 
tion sold arms to Iran in 198588. 
violating an official US trade 
embargo, in an attempt to win 
the release of US hostages held in 
Lebanon. 


Mr Walsh said in . a special 
report to Congress the alleged 
cover-up involved inquiries by 
the presidedtially appointed 
Tower commission. Congress and 
his own 5 %-year investigation. 
He did not name Mr Ronald Rea¬ 
gan in the seven-page report 
But an attorney for Mr Caspar 
Weinberger, the former US 
defence secretary who was 
indicted last week bn criminal 
charges, has said that Mr Walsh’s 
prosecutors asked for any evi¬ 
dence that might Incriminate the 
former president Officials close 
to Mr Walsh have also said the 
Weinberger indictment lays out 
an alleged classic cover-up 
scheme designed to protect Mr 
Reagan from impeachment 
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By David Buchan in Lisbon 

EFFORTS by the British 
government to launch an early 
start of European Community 
enlargement negotiations With 
members of the European Free 
Trade Association (Efta) are 
likely to meet strong resistance 
from the country's EC partners. 

The belief of Mr John Major, 
the British prime minister, that 
the negotiations need not neces¬ 
sarily await full resolution of the 
fate of the Maastricht treaty on 
political and monetary union 
could well isolate Britain on the 
issue. 

Most of the Community leaders 
at the summit meeting opening 
today in Lisbon are expected to 
support the European Commis¬ 
sion’s insis tence that the tre a t y 
should be ratified before any 
negotiations for other countries 
tojcdntheEC. 

. e 

The final version of the Com¬ 
mission’s hotly contested paper 
on enlargement of the Commu¬ 
nity clearly states that “the new 
treaty must be ratified” first It 
goes on to say that “the entry 
negotiations, winch could then 
begin, must be conducted so as to 
contribute to the reinforcement 
of the union” 

Referring to the neutrality of 
all four Efta. applicants — Aus¬ 
tria, Sweden, Finland and Swit¬ 
zerland - the paper says new 
members “most, equally accept 
and be capable of following the 
Himwim foreign amt aa ^ flt y pol¬ 
icy which will be elaborated in 
coining years”. 

Any country whose constitu¬ 
tional position would prevent it 
joining other Community states 
in foreign commitments “would 
not be able to integrate itself into 
the union In a satisfactory man¬ 
ner”. 

The UK government, which 
takes over the EC presidency 
from Portugal next week, agrees 
with its partners that all new 
members must subscribe to all 
the goals of the Maastricht 
treaty. 

Bid, keen to demonstrate, the 
Community's openness to Den¬ 
mark’s fellow Nordic countries 
and thus to influence Danish 
public opinion, it wants the Lis¬ 
bon summit to commit the Com¬ 
munity to open enlargement 
talks early next year, irrespective 
of the Maastricht- treaty's fate. 

The final Commission paper 
drops earlier controversial ideas 
from Brussels that the Commu¬ 
nity should-adopt more voting by 
majority in order to prevent deti- 
sion-makfagfo a laiger Commu¬ 
nity from seizing up. 

. It also indicates how the sum¬ 
mit win probably tackle the dip¬ 
lomatically sensitive question of 
I what to say to non-Efta appli- 
i cants for EC membership. Coun- 
tries such as Cyprus, Malta, and 
Turkey must continue to wait, 
but the Community “should try 
with all the means at its disposal 
to promote their economic devel¬ 
opment". 

As for potential EC applicant 
countries in central Europe, the 
Commission says the Community 
“most now commit itself to pre¬ 
paring them economically, even 
if their membership only seems 
possible in a very distant future”. 


Day of 
mourning 

_ Continued from Page 1 

ros Ghali will meet Mr Nelson 
Mandela, ANC president in 
Dakar, Senegal, on Sunday. 

The annual Organisation of 
African Unity summit begins In 
Dakar the next day. 

But South African officials 
played down -speculation of a 
greater international role. 

Mr de Klerk has said a figure of 
“international repute” would join 
the jndidal commission probing 
the Boipatong massacre, but offi¬ 
cials ruled out further outside 
involvement in efforts to end 
political violence. 

Efforts to arrange a meeting 
this week between Mr de Klerk 
and Mr Mandela before the ANC 
leader flew to Dakar failed yester¬ 
day. 
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THE LEX COLUMN 

BP’s black day 


Mr Robert Horton, until yesterday 
BFs chairman, is indeed blessed with 
a good brain, as he told Forbes maga¬ 
zine in February. But it was not suffi¬ 
cient to square the impossible circle of 
ma intain in g a dividend payment cost¬ 
ing over £900m. Earnings this year are 
unlikely to be much more than half 
that and, on some estimates, cash is 
draining aWay at an annual rate of 
over £lbn before disposals. His resig¬ 
nation means the dividend cut from 
this quarter on is almost inevitable. 

The question is what level would be 
sustainable. In the short run there 
would be an argument for omitting 
tiie payment altogether. The resources 
to pay for it are only being found by 
.■dimming the company through dis¬ 
posals and cutbacks on capital spend¬ 
ing. The slightly longer ran view is 
not necessarily that dire. BP’s earn¬ 
ings are currently depressed by heavy 
restructuring costs as well as weak 
refining marg ins and chemicals mar¬ 
kets. In more normal circumstances, it 
could expect to post around £lbn a 
year in earnings, even with an oil 
price of $20 a barrel A halved divi¬ 
dend would then be comfortably cov¬ 
ered about twice. 

The initial New York market 
response to last night's announcement 
was that a halved dividend is broadly 
what the market anticipates. The price 
there of about 21 Op - 33p below the 
London close - would imply a yield of 
somewhat over 5 per cent, close to 
that of Shell. The company was being 
pretty cagey last night, however, and 
the immediate uncertainty is likely to 
prevent yield funds climbing back in 
quickly at lower levels. The trouble is 
that if BP is in for a rough ride, then 
so is the market as a whole. 

TSB 

Since TSB’s loan book fell by 4 per 
f»nt during the first six month* of its 
current financial year, one wonders 
why it is suddenly going to such great 
lengths to attract new retail deposits. 
The emphasis on high yield retail 
deposits has brought in an extra 
£L4bn during the period, but the bank 
admits that it8 tending mar gin has 
been squeezed and that this will con¬ 
tinue. Its claim that the price is worth 
paying to secure new customers looks 
a touch dubious. So is its notion that 
aggressive competition for retail 
deposits has become an issue for the 
industry as a whole. 

There is a difference between paying 
interest on current accounts to keep 
the deposit base stable and actively 
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encouraging customers to switch to 
hi ghe r yielding instruments, which is 
what TSB now seems to be doing. A 
possible interpretation is that the 
hunk is seeking new clients for its 
insurance products. Ufa and pension 
premiums show some signs of stagnat¬ 
ing. But if that is the motive, the pros¬ 
pects of success seem uncertain at 
best. If it is not, then it is hard to see 
how the strategy will enhance income 
which ought to be TSB’s overriding 
priority. 

The pre-tax line may show a swing 
from loss of £150m to profit of £92m 
between the first halves of last year 
and this, but only because of the 
declining charge for bad and doubtful 
debts. Operating income is barely 
changed. Until TSB can alter that its 
future looks pretty pedestrian, even 
though Hill Samuel now appears to be 
through the worst. 

Wellcome 

You would hardly expect Welcome's 
advisers to be other than brimming 
with confidence at this stage. But the 
reality is that they face quite a strug¬ 
gle to sell the 330m shares which the 
company's majority shareholder 
announced yesterday it is provision¬ 
ally pfenning to give up. The differ¬ 
ence with the GPA issue is that this 
one looks reasonably well anchored In 
London, and can be priced against the 
secondary market. The similarity is 
that there may not be ecstatic 
response on Wall Street - 

That could always change with the 
roadshows, of course, or a reverse in 
investor sentiment in the next month. - 
But for. the moment US institutions 
seem tired of reading prospectuses - 


they have been bombarded with initial 
public offerings this year ~ •»}**”» 
lost some of their earlier cejtamty 
that pharmaceutical 
tinue to outperform. To be fair, Wel¬ 
come's share price has.*® 11 ®iJ”"} 
ElL 25 p at the time the mtenmtional 
offering was announced to 9l5p fast 
night, while the size of the offer teas 
now been scaled down. But only the 
next few weeks will tell whether this 
is enough to assuage the doubters. 

Wellcome wins countless plaudits 
for good management, and has 
effected the change from uncommer¬ 
cial research establishment to market¬ 
ing led multinational with consider¬ 
able success. The challenge jfli te i 
persuading US investors that the R & 
D pipe line is sufficient to maintain 
strong profits growth in the late 1990s 
when patents from Its current work! 
beaters will run out. 

BPB Industries 

There has been an intriguing two trey 
pull in BPB’s shares recently - but by 
yesterday evening it was advantage to 
the bulls. In abnormally heavy trading 
the price jumped 6 per cent as inves¬ 
tor reacted to a maintained, albeit 
only half covered dividend, and a rela¬ 
tively upbeat recovery statement from 
the new chief executive. 

BPB has been guilty of unfounded 
optimism before - so the market is 
showing a touching faith in believing 
that the worst is really now over. 
True, Europe’s big three producers 
cannot indefinitely slug it out with 
each other in a quest for bigger 
shares, and neither Kuauf nor Lafarge- 
Coppee will have been making much 
money out of gypsum at recent prices. 
That said, one has to wonder whether 
rhfe year’s price increases - 10 to 15 
per cent in France and Germany and 8 
per cent in the UK - can really be 
made to stick. The prospects are 
brightest in Germany where at least 
there ought to be some boost to vol¬ 
umes in 1992. In France and the UK, 
however, it is hard to see the indus¬ 
try’s financially stretched contracting 
customers taking any new price disci¬ 
pline lying down. Even a well estab¬ 
lished building material oligopoly like 
the UK cement producers are finding 
margins under pressure again. 

The range of current year profit 
expectations - - take your . pick 
between £45m to £70m - reflects the 
uncertainty. The question is whether; 
an 8.5 per cent yield adequately 
reflects the risks if the bulls turn out 
to be wrong. 



IMPORTANT NOTICE FOR 
ALL BUILDING SOCIETY INVESTORS 


10-57o 


DIVIDEND - PAID GROSS* 

PLUS PROSPECTS FOR 
CAPITAL GAINS. 


Morgan Grenfell Reserve Assets Bond Fund - the ideal 
solution if you’re looking for a high total return with low risk. 

By investing in a portfolio of international bonds - managed by 
our top-performing investment specialists** - the Fund aims to pay an initial 
estimated gross annual dividend of 10.5% with prospects for capital gains. 
With interest rates forecasted to fall, now’s the time to act. 

Callfree 0800 282465 toda y; 

You should remember that the poce of shares and the income from them may ST=, ■ J 
you may not get bock the amount you originally invest. • eu M nse. and. 

Past performance is not necessarily a guide to future 


Past performance is not necessarily a guide to future 
returns. Changes in exchange rates may also affect 
the value. 

Issued by Morgan Grenfell Investment Funds 
Limited. 20 Finsbury Circus, London EC2M JUT. 
Member of IMRO. 
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NoNtfay^ stands on the brink of 
mafcinc^important decisions about 
its relationship with the rest of 
Europe, However, the country is in 
a divided mood as it prepares for 
union. Robert Taylor investigates 


aver union 


NORWAY is preparing for 
covergehce with the rest of 


this year a number, of fcnpor- 
tant decisions win have been 
taken by the country's politi¬ 
cians, which will point the 
country In tf new direction and 
take it out of its semi-isolation. 

Jn September, Parliament is 
expected to babk. by a comfort'~ 
able majority,, Norway’s mem¬ 
bership of the 19-nation Euro¬ 
pean Economic Area, EEA. 


From January 1 1998 the coun- mind on this issue by the gov* 


try will.then become a part of 
an integrated free market 
stretching Cram the Arctic to 
the . 

Two months later, tire ruling 
Labour Party at Us conference, 
looks set to vote decisively In 
favour of Norway joining the 
European Community. Mrs Gro 
TyflrlgWj ' RrnnHflanH^ the iwdnm. 

HaMij ! prfyntf niiT'ltcfrftr wriH then 

hand in die Norwegian mem- 


Mnment in the face of the hoe- 
tile opinion polls... 

Since her return to office at 
the head of a minority labour 
government in October 1990, 
Mre Brundtland has come in 
for a great deal of criticism 
over what has been regarded 
as the slow pace of her strat¬ 
egy towards the EC. ThfcL.it is 
alleged, has enabled the 
anti-EC farces to Brize the fni- 


bership application before the native. Certainly, the prime 
end of the British EC presi- - minister has moved Norway 


" “ — "fr 


deney in December. This will 
ensure Norway, does not miss 
inclusion in the process of 
mlargeedent, bat lhww ap with 
Sweden;. Finland and Austria 
for negotiations with Brussels. 

None of these derisions look 
like beinjr easy to make; Nor¬ 
way —■ unlike any other EC 


much slower in an EC direc¬ 
tion than its Nordic neigh¬ 
bours. 

U was in October 1990 that 
die Swedish government Inti¬ 
mated It wanted to join the EC 
and Its membership applica¬ 
tion was handed in last July. 
In Finland the conversion to 


membership • aspirant • - the EC cause of the political 


retains a pendstent and aize-, 
able popular-cqgMMition to any 
movesdesigned to take the 


establishment was even more 
rapid. 

Mrs Brtmdltand’s caution 



with western Europe. 

/ There has been a sharp date- 


western, Europe but is in a rioration In national support 
divided mood. By the end offor Norwegian EC membership 


in the aftermath of the Danish 
referendum rejection of the 
Maastricht treaty on June 2, 
with one poll showing 52 per 
cent against and only 38 per 
cent in favour. In spfteof this, 
Mrs BnzndtZand intends to 
stick firmly to the'timetable 
she devised at least 12 months 
ago. Her advisers insist there 
will be no sudden change of 



Tim parffamenl (etorlfng) bufkfing whore the Centre Party is hoping to Increase He 11 seats in next year’s general election 


~i.'Z country in the direction- of does.not reflect doubts on her 




owggeration^ 


part aborrtwhetheror. npt^r^- 


way should Join. The prime 
minister's personal commit¬ 
ment is not In question, but 
she faces domestic political dif¬ 
ficulties over the issue which 
have not been sufficiently 
appreciated by the outside 
World. 

It is not the first time that 
Norway has found itself in its 
present uneasy position. 
Twenty years ago a Labour 
government negotiated the 
. country's. EC entry terms, 
alongside Britain and Den¬ 
mark, but In the advisory refer¬ 
endum called to endorse that 
membership agreement a dear 
majority of Norwegians (5JL5 
per cent to 46.6 per cent) 
rejected membership. . 

- The EC question brought a 
bitterness and division to Nor¬ 
wegian politics that today's 
-jggjfitcal-leaders remember 


with a shudder and none want 
to see a repetition of events 
that divided families and 
Mends. But it is going to take 
a high level of statesmanship 
and a good deal of luck for 
Norway to avoid a return of 
those emotional feelings dur¬ 
ing the next few years. 

Mrs Brundtland has 
embarked on a high risk strat¬ 
egy over the EC which could 
weaken her party's perilous 
position in the next general 
election in September 1991 The 
latest public opinion poll 
showed that the labour party 
this month has reached a 
record low popularity rating of 
about 28.7.per cent This dis¬ 
mal performance compares 
with Labour's vote of 34JJ per 
pen t in the 1989 g en eral elec¬ 
tion, which was Itself the worst 
tesuB-tby;Bpi1y- ^-suffered 


since 1980, and a derisory 80.4 
per cent vote in last Septem¬ 
ber's local government elec¬ 
tions. For a party that has 
dominated most of post-war 
Norwegian politics Labour’s 
standing is very poor. 

Some of the government's 
-unpopularity stems from the 
- country’s persistent economic 
woes, particularly the cUmbing 
level of registered unemploy¬ 
ment which is ecpected to 
dfahb to needy 6 . per cent by 
the mul of this year. This fig¬ 
ure Is a good deal less than in 
most of western Europe but it 
is the highest suffered in Nor¬ 
way for over 60 years and it 
appears to be damaging 
Labour’s electoral position. 

Because Norway’s state 
finances continue to be 
propped up by oil and gas zeve- 


found it possible to pursue an 
expansionist fiscal policy with 
a 1.3 per cent budget gHmnTwg 
this year. However, this seems 

imlfltwly tn tri g ger an y pp»- «W - 

tion consumer boom as many 
Norwegians seek to save and 
reduce the debts they accumu¬ 
lated in the care-free 1980’s. 

inte rnational demand r ematm 

too weak to stimulate main¬ 
land industrial Inves tment 
There are some bright eco¬ 
nomic indicators. Price infla¬ 
tion remains low at under 39 
per emit and so do wage settle¬ 
ments while the -current 
account surplus looks set to 
rise as Norway becomes a net 
creditor country by the mid- 
1990’a. In its spring survey of 
Norway, the Organisation for 
Economic Co-operation and 
Development suggested that 

Nfugsay-4n -.-aJjUDpt -ternj. 


would enjoy only a hesitant 
recovery, mainly because of 
the of a mainland indus¬ 
trial upturn. It is also worried 
by the deep and intractable 
banking crisis that underlines 
the fragility of the economy. 

However, economic uncer¬ 
tainties are not perhaps the 
main reason for the govern¬ 
ment’s unpopularity. Even 
Labour ministers accept that 
the party's attitude towards 
Europe is costing it dearly with 
the voters. 

In spite of this, Mrs Brund¬ 
tland is not going to be 
deflected from her determina- 
tlon to start negotiations on 
Norway's EC entry as soon as 
possible after November in the 
hope of short-term gains at the 
polls. Her position inside the 
Labour Party that she has led 
since 1981 still looks impregna¬ 
ble. Indeed, to many who are 
not Labour sympathisers, Mrs 
Brundtland Is seen as the only 
Norwegian politician with the 

- strength and ability to govern 
effectively. 

On the EC issue she reflects 
majority Labour Party mem¬ 
bership opinion. Over the past 
nine months a wide-ranging 
debate has been going on at 
the party grassroots on the 
pros and cons of Norway join¬ 
ing the EC. This culminated 
during the spring in votes at 
Labour's 19 county conferences 
acres the country with only 
the four far northern ones com¬ 
ing out against an EC applica¬ 
tion. 

However, nobody in Oslo is 
under any illusions about the 
up-hill struggle that Mrs 
Brundtland faces after the end 
of this year over the EC issue. 
The anti-EC forces have built 
up a formidable head of steam 
with , a clever appeal to tiny 
Norway's strong sense of 
national identity. 

The prime minister has 
resisted the demands for a ref¬ 
erendum this autumn on 
whether Norway should join 
the European Economic Area, 
or on whether the country 
should submit an EC memb er- 
ship application to Brussels. 
But she - like all the other 
political leaders - accepts 
there must be a national refer¬ 
endum on the entry terms, as 
in 1972, mice they have been 

^negg^ateilAl^^ 
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will not be binding, because 
there is no constitutional 
requirement for it, Mrs Brund¬ 
tland has made it clear she 
would accept the people’s ver¬ 
dict (me way or the other. 

It remains unclear just how 
quickly Norway’s EC applica¬ 
tion can be negotiated once 
submitted. Much will depend 
on what the priorities are in 
Brussels after the muddle over 
Maastricht But policy makers 
in Oslo believe it could be 1996 
or even 1997 before Norway's 
membership question can be 
settled. At least this will pro¬ 
vide some time for the Yes to 
EC campaign to transform pub¬ 
lic opinion from its hostility or 
indifference. 

There are certainly powerful 
voices in favour of EC member¬ 
ship for Norway. Most main¬ 
land industrialists support the 
cause while widespread back¬ 
ing can be found among trade 
union activists. The media is 
sympathetic across the spec¬ 
trum. Among the political par¬ 
ties, the Conservatives and the 
ultra-right Progress Party back 
EC entry, while labour, after 
November, will campaign sepa¬ 
rately in support of Norwegian 
EC membership. 

The trouble is that this 
potentially broad and impres¬ 
sive aTHanm is similar in com¬ 
position to the one that nar¬ 
rowly lost this month's 
referendum in Denmark. As in 
1972, the Norwegian establish 
Continued on next page 
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bratoii has been a leading force in exploring 
for and producing oil and gas in the North Sen. 
and has accounted for more than hall <>f 
Norway's total petroleum production in Ib^l. 
Sams increased by ’7 per cent las: year to i 
mdiion barrels, ail handled hv on- trading 
offices in London. Stamford in :nc L SA and 
Stavanger in Nor von . 

And the recent opening of ■' sales office in 
Singapore means that SratoiJ now made- oil 21 
nonrs a dav. 

To master the cold climate, rough weather 
and deep water encountered in the North Sea, 
St a tod has moved technological .barkers and 


g. uned u n lutic know-how. So -i.tr; -pi c.o.hng 
the news. We're rcnlv lor new challenge-. 

si 1 UNO (iAS TO I TROT! . 

Norwegian gas already supplies b 1 per cent ol 
file W o-i pnropean market, including ct-tirn 
Cicrmanv. Backet: bv enormous ga- rcsere e- nn 
the whole Norwegian continental -hell, tins 
shire -ei to mcrea-e J ru m a t ic.i l! v. Sluiod 
expect- annual sales to rcacti bdlri'u cubic 
metres by 2tHO on the basis ol existing 
contracts alone. Ih.u nearly double today's 
sale-. 1 o strengthen ;t- market p'"'U-on. Statm! 
has mined force-- u;tO lei love Nhim g:-:n 


operator Norsk ifvdro cord l>B to set up a new 
company lor gas sale- tn Britain. Mu* 
company’- name Alliance (das. 

STATON. AND BP 
I XPI ORA I ION. AN IMPORTANT 
S I B A ri-( IK A I I 1 A NCI:'. 

The two compime- have mined forces with 
several cle-irU denned objectives. 

One aim is to strengthen the international 
exploration and product ion operations, with a 
particular locus on the opportunities offshore 
West A l rChina and Vietnam, and in 
the Commonwr : i!t h of Independent States, 


funding fresh oil and gas reserves is the main 
objective. 

1 he new alliance is also seeking to improve 
the use oI existing gas transport systems, and is 
studying new transport solutions to Britain 
and the Continent. In a d d i non, the companies 
will work together in marketing ga.s to the UK. 

And the\ have already established a mutual 
Rdl) programme to support their interna¬ 
tional exploration and production activities. 

The-e agreements enhance the financial 
ami technological capability ol Statoil and BP 
to act as powerful plavers on un international 


An international oil company taking on new challenges. 


























THE ECONOMY 


It all depends on oil 


NORWAY’S vast petroleum 
resources are both a blessing 
and a curse for the economy. 
To say that the discovery of o3 
two decades ago has had a pro¬ 
found impact on its structure 
would be a gross understate¬ 
ment. 

One has only to look at this 
year’s massive budget deficit to 
appreciate Norway’s extreme 
addiction to petroleum revenue 
or reflect on an earlier eco¬ 
nomic downfall caused by 
plunging petrol prices. 

Including petroleum reve¬ 
nue, this year's budget deficit 
stretches to NKi399bn, allow¬ 
ing the minority Labour gov¬ 
ernment to pursue an ewerex- 
pansive economic policy aimed 
at shoring up tbe sags in the 
social welfare system. Exclu¬ 
ding petroleum, the deficit 
swells to a new record 
NKrtLlbn. 

Luckily, petrol production 
will grow by over 20 per cent to 
1996 from a current level of 
slightly more than 2m barrels 
per day. Thereafter, the main 
reliance on oil revenue will 
begin to shift to one on reve¬ 
nue from natural gas sales as 
oil production begins a steady 
decline to the year 2000. 

It Is only recently - since 
the green wave of environmen¬ 
tal concern swept Europe - 
that natural gas’s future has 
brightened with the prospect of 
conversion to gas-fired power 
generation from coal-fired 
power generation. Even so, 
Norway has done nothing to 
protect itself against the possi¬ 
bility of plunging oil prices. 
Official estimates indicate that 
a fail in the oil price of just $1 
a barrel weakens Norway's 
petroleum wealth by more 


Cydicaf indicatdrs 

% change aver previous year, 3 month .mowing average-' 

30% -—--- 

'■ prod uction 

; -to% ^-;-1—Ji- ■ - . ! r : 

. % change over previous year , 9 mbnth rndVhg av^age 
.. Retail sales, volume 

io%-:—-- 


. Balanceaf answers to survey tpiesfioha i ?' s ". 
.... Order books and stock 

■*' g- -- y • ■ ■ "•••'- . 

.." books 

:-60% ; . •..•—L-—V. , 


; Balance of answers to survey queatfoos v :. • ‘ 

• S0%^ nW3er*oo 

30% 

■ - "•«- mA*L JL. •'v La- •• 


■ ■■■.. ■: * Bu*tn««siJiuaabn;fttMfcect*.-.V - 

>30% * .,1 :O .CT-frr! 

. 1980 81 82. 83 84 86 ->66 *87 -W, 88 
SoateGEC&t/ktixpa&omkiMciian ~"■ V'T. 


than $30bn, or by about 25 per 
cent of mainland gross domes¬ 
tic product 

This means that the value of 
petroleum resources would 
become negligible if the oil 
price plunges below $10 a bar¬ 
rel, as it (fid in 1986. With the 
oil price at $18 a barrel, new oil 
and gas field developments 


from about the first quarter of 
the next century would have to 
be postponed to avoid large 
losses on investment. 

It is only when petroleum 
prices exceed extraction costs 
that the economy derives a 
windfall gain - and Norway's 
petroleum extraction costs are 
among the highest in the 


world. So far this year, oil 
prices have struggled to main¬ 
tain a level of about $19 a bar¬ 
rel, and many international oil 
companies do not foresee a 
change in this level over the 
next few years. 

Norway's petroleum wealth 
ha» an estimated net presort 
value of NKmObn, with the 
state’s share put at. NEr580bn, 
yielding an estimated return 
on investment of NKr41bn in 

1992. 

• When world crude oil prices 
fen to $8 a barrel in 1985-86, a 
severe blow was delivered to 
the economy - which was 
already in a state of acute over¬ 
heating — from which it has 
not yet recovered. Norway was 
forced to devalue by' 10 per 
rant to counteract a deteriora¬ 
tion in international competi¬ 
tiveness. The government then 
set out a three-pronged strat¬ 
egy to reduce the economy’s 
dependence on petroleum 
income by seeking to reduce 
growth in private and public 
consumption while stimulating 
productivity through supply- 
side reform. 

Reduction in petroleum reve¬ 
nue slashed Norway's spend- 
- able real income by 9 per cent 
as tax and royalties from the 
sector fell to just over NErlSbn 
in 1966 from NKr5Zbn in 1985, 
or measured in proportion to 
total income, to 7 per cent from 
19 per cent 

Export revenue from the 
petrol earn sector was reduced 
by NKr30bn, corresponding to 
about half the tteterioraUgn in 
the current account from 1985 
to 1986. 

This reduced the sector’s 
share of gross national product 
to li per cent in 1986 from 19 
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per cent in 1985, alth o ugh total 
petroleum production 
increased to 69m tonnes of oil 
equivalent (t o e) from 64m t o e 
in the period 

The current account swung 
from a surplus of 5.5 per cent 
of GDP toa6£ per cent defimt 
Fresh warnings on the oil price 
for 1992 are emerging - 
indeed, in this year’s revised 
budget forecast the govern¬ 
ment cut budget-based oil 
prices to NKrl20 from Decem¬ 
ber’s NKrl31 a barrel. Last 
year, oil prices averaged about 
NKrl34. due to windfall effects 
from the Gulf war. 

Nevertheless, the govern¬ 
ment revised upwards 1992 
GDP growth to 23 per cent 
from 19 per cent predicted in 
December and sees GDP 
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growth of about 28 per cent 
until 1996, lifted by rising 
North Sea oil output 

Overall GDP grew by L9 per 
cent in 1991, down from the 2.6 
per cent forecast earlier by the 
government. Petroleum pro¬ 
duction will ex pand to 129m 
toe this year, up 4m toe on 
December's forecast, and will 
swell further to 149m toe by 
1996. 

But the government revised 
downwards last year's output 
to 128m toe from the 12 Sm 
toe estimated in December, 
largely because of a mainte¬ 
nance overhaul ranging a lon¬ 
ger than expected shutdown of 
Statfiord, the biggest oil produ¬ 
cing faM 

The current account surplus 
was also revised downwards to 


NKx26bn from December’s fore¬ 
cast NKr37.3bn, due to the 
adjustment In forecast oil 
prices, but the government 
believes that net foreign debt 
may be reduced to zero in 1994. 

The budget also revealed 
weaknesses in the mainland 
economy, which excludes 
petroleum and shipping. 
Investments in mainland 
industry are expected to fall 2 
per cent this year and growth 
has been pared back to 1.5 per 
cent from December's 2 per 
cent forecast. Demand for 
goods and services, however, 
may rise by 2 per cent from 
1991-92. 

Cost competitiveness has 
improved by about 10.5 per 
cent in the past three years. 
Also on the bright side, infla¬ 


tion, at 2.5 per cent, is lower 
than that of Norway’s main 
trading partners and interest 
rates have fallen to the level of 
most of western Europe.■ 
Households have improved 
their financial position and 
debt is being reduced on aP 
large scale. But, nothing is 
h<»ing done to reduce the econ ¬ 
omy's dependency on petro¬ 
leum income. On the contrary, 
petroleum earnings have 
allowed NKr40bn to be spent 
since 1988 to stimulate domes¬ 
tic demand. This year the gov¬ 
ernment has allocated expendi¬ 
ture of NKz2.5bn just to curb 
unemployment, which, at 8 per 
cent, has risen to its highest 
ever post war level 

Karen Fossli 


AFTER five years of disastrous 
results, Norway's banking sec¬ 
tor, which is straggling to 
recover from Europe's worst 
post-war financial crisis, sees 
cautious optimism over the 
prospects for this year. 

In the first quarter, the 23 
commercial banks’ aggregate 
operating losses shrank to &9 
per cent of total assets from 
1.24 per cent in the same 
period last year. The banks' 
first-quarter operating profit 
rose 32.4 per cent to 
NKrl.285bu from NKrfllOm. 

Combined credit losses 
retracted by 18.4 per cent to 
NEr2.071bn from NEr2.54bn. 
leading to an aggregate 46.6 
per cent advance in pre-tax 
profit A reduction in credit 
losses is the single biggest fac¬ 
tor contributing to the com¬ 
mercial banks’ first quarter 
improvement 

Aggregate net interest earn- 


BANKING AND FINANCE 


Cautious optimism for this year 


frigs in the period rose 4.6 per 
cent to NKr2.566bn from 
NKr2.453bn, while operating 
costs were cat by 8.2 per emit 
to NXr2.662bn from 
NKr2JB66bn, benefiting from a 
24 per cent reduction in staff¬ 
ing over the past four years. 

Central bank figures show 
that the volume of non-per¬ 
forming loans was reduced to 
NKrlS^bn by the end of file 
first quarter from NKrl9.1bn 
Just three months earlier. 
Recent reports point out that 
in the last year, Norway’s four 
biggest banks - Den norske 
Bank (DnB), Christiania Bank, 
Fokns Bank and Sparebanken 


Divided over union 


Continued from previous page 
meat backs EC entry but so far 
not enough of the people are 
prepared to do so. 

This makes it easy at the 
moment for the anti-EC move¬ 
ment to argue that the issue is 
really elitist, us against them. 


If the EC question is polarised 
in such a simplistic and emo¬ 
tional way it could be damag¬ 
ing for the pro-EC coalition. 

There is a much more imme¬ 
diate trouble confronting Mrs 
BrundtlandL Unless the Labour 
Party starts to restore its lost 


Nor - reduced combined 
assets by NXr90bn, mostly 
through big reductions in loan 
volume. - 

Since 1987, the commercial 
banks have suffered almost 
NKr40tm in credit losses. 1991 
was the worst year ever when 
they reached Nfrldibn. How¬ 
ever, more recent trends sug¬ 
gest they may end the year 
roughly in balance, according 
to the central bank. 

Last autumn, the govern¬ 
ment was forced to intervene 
to prop up the banks by inject¬ 
ing NKrl5.5fan of taxpayers' 
money into their empty coffers 
as a result of equity capital 


popularity, the anti-EC parties 
- the Centre and the Socialist 
Left - look set to increase 
their representation in the 
next parliament At present 
they lade the blocking quarter 
of seats needed to stop the 
mnMiHmBTit to the constitution 
required to take Norway into, 
the EC after a referendum 
result 

White the Socialist Left has 


Do you know Norwegian America Line? 


NAL is a shipping company engaged in car transportation/Ro-Ro 
and handysize bulk. 

The business is based on long-term freight contracts and 
participation in the chartering pools NOSAC (car/Ro-Ro) and 
TBC (bulk). 

NAL now owns/manages a modem fleet 
of 14 car carriers and 9 bulk carriers. 


NAL has in recent years shown good and 
stable profit and cash flow. 

1991 pre-tax profit was NOK119 million. 
For the first four months of 1992 NAL 
posted a record profit of NOK 44 million, 
up 38 per cent from 1991. 


NAL is listed on the Oslo Stock Exchange and has more than 
5,000 shareholders. 


For further information, annual reports, interim reports^ etc. please 
contact* 
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P.O.Box 27 Smestad.N-0309 Oslo 
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either being wiped oat or 
nearly erased by credit losses 
and a plunge in the value of 
collateral - mainly real estate 
- for loans. In Oslo, property 
values are said to have fallen 
by 35 per cent in the past four 
years. 

Although estimates vary, as 
a result of the rescue action, 
the state is the dominant 
shareholder in the banking 
system with ownership of 
between 50 per cent and 70 per 
coat As Mr Hermod Skaan- 
land, the central bank gover¬ 
nor, put it in his annual 
address to the business and 

political community: “Stability 


17 seats, the Centre holds 11 In 
a 165-strong Parliament. On 
present opinion poll evidence 
those two parties look set to 
win enough seats to thwart 
any move by whoever is in 
government after September 
1993 to take Norway into the 
EC, even if the referendum 
supports the EC entry terms. 

The main opposition pro-EC 
Conservatives seem unlikely to 
win the next general election. 

All of this points to even 
more confusion after next poll¬ 
ing day In September 1993. 
Moreover, to add to the diffi¬ 
culties no government can dis¬ 
solve a parliament within its 
full four-year set term. 

While Norway embarks on 
its journey towards the EC it is 
by no means clear that it will 
reach its destination. So much 
is going to depend on the abil¬ 
ity of Mrs Brundtiand to point 
the way ahead, shift public 
opinion and negotiate terms of 
entry that safeguard Norway’s 
national interest 


has been restored, bnt the 
[banking) crisis will remain 
unresolved until the hunt* are 
in a po sition to raise ra ptfaj in 
the private market on normal 
market terms." 

But the government and the 
central bank agree that it is 
too early even to raise the 
issue of reprivatising Christi¬ 
ania Rank anrf FofcuS Rank. 

“Although in many respects it 
is desired to bring in private 
owners, it is too early to fix a 
strategy for privatisation," the 
government said in last 
month’s revised national bud¬ 
get for 1992. "Privatisation 
can first occur when the value 
of the banks can be fixed with 
more certainty than there is 
today," It added. 

The government has rejected 
a scheme to help revive the 
hanks in which their bad loans 
would be transferred to a bank 
established by the state - a 
so-called bad loan bank. “The 
[finance] ministry will not 
support the establishment of a 
state finance Institution which 
buys bad engagements from 
the banking sector." 

However, lb Svein Qey- 
gaard, the finance secretary, 
said recently that the govern¬ 
ment might consider proposals 
by Individual banks to estab¬ 
lish their own subsidiaries 
into which they could offload 
nan-performing Joans. 

In the revised budget, the 
government proposed a plan to 
help the banks farther. It 
would allow so-called “unspe¬ 
cified loan loss reserves” dur¬ 
ing a transitional period to 
qualify as tier capital Tier 
capital is the banks* supple¬ 
mentary capital, pins equity, 
subordinated capital and core 


PHI V ATE BANKING WITH 
THE FIRST SCANDINAVIAN 
BANK IN LUXEMBOURG Q 
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capital, under the Bank for 
International Settlements 
(BIS) capital adequacy rules. 

This allowance alone could 
curb the banks’ need tor state 
support fids year, which was 
estimated by the government 
to be NKriMbn at end-1991. At 
the mil of last year, the com¬ 
mercial banks had an aggre¬ 
gate capital adequacy of 7.1 
per cent in relation to risk- 
weighted assets, helped by 
state transfers. By compari¬ 
son, before state rash trans¬ 
fers, at the end of last year’s 
third quarter, the figure Was 
merely 4.6 per cent : 

The banks are not the only 
finance sector concerned. 
According to the finance min¬ 
istry, the aggregate operating 
profits of the insurance compa¬ 
nies last year halved to 
NHriUton doe to lower finan¬ 
cial income caused by stock 
market weakness and losses in 
the value of bank sharehold¬ 
ings and bonds. 

At the end of last year the 
Oslo stock exchange All-share 
index was 9A per emit below 
tiie level of 1990. 

The index declined through¬ 
out 1991 and bank shares saw 
an 80 per cent plunge in mar- 



Hermod Skaanland: stability . 
has been restored 

ket value. At the same time, 
the insurance companies’ costs 
escalated, but credit losses 
comprised just 0.3 per cent of 
total loans (an estimated 
NKr200m). 

By comparison, the commer¬ 
cial banks’ aggregate credit 
losses comprised 5.3 per cent 
of loans and savings banks 2.6 
per omit 

In what could be described 
as a purging process, later ^this 
year a government-appointed 
commission will issue a 
far-reaching report on the 


causes behind Norway’s bank 
crisis. 

In the meantime, a govern¬ 
ment-funded study of the cri¬ 
sis, led by Professor Torger 
Reve of the Bergen-based Nor¬ 
wegian School of Economics, 
Business and Administration, 
has concluded that, following 
deregulation, the banks lack 
competitive experience and 
have pursued growth strate¬ 
gies which increase their risk 
exposure, resulting in substan¬ 
tial credit losses. 

The report emphasised the 
problems experienced by the 
banking sector in converting 
from a regulated to a market- 
based system. 

The banks expanded their 
total volume of loans from just 
over NKrllObn in 1984 to just 
under NErSOObn by 1990, it 
said. 

In this expansion, many of 
the banks never realised prof¬ 
its from basic banking but 
made gains from non-banking 
activities such as foreign cur¬ 
rency trading and stock mar- ■ 
ket investments. 

“The banking: crisis which 
most observers thought was 
over in 1989-90 has reached its 
worst yean evm: in 1991-92. 
The crisis goes beyond being a 
banking crisis, and it is more 
correct to talk about a break¬ 
down of the -Whole financial 
system," said Prof Reve’s 
far-reaching report 


¥ A It D 

Vard AS is a Norwegian holding company with over 66.000 
shareholders, 5.600 of whom are foreign. Through its 
subsidiaries Kloster Cruise Limited, Larvik Line AS and Scandi 
Line AS, the company is engaged in cruise and ferry operations. 

Kloster Cruise Limited is one of the four largest cruise ship 
owners and operators in the world. The total fleet consists of 11 
vessels, with 2 vessels operating in the luxury market, 3 vessels 

in the quality market and 6 vessels in the standard market. 

The standard market is served by Norwegian Cruise Line 
(NCL), whose 6 vessels operate in the Caribbean on cruises 
lasting from 3 to 7 days. The luxury market is serviced by Royal 
Viking Lme (RVL) with 2 vessels, and the quality market is 
served by Royal Cruise Line (RCL) with its 3 vessels. Both RVT 
and RCL offer global itineraries with cruises of varying 
duration. Kloster ships consistently win travel industry awards 
recognizing the company's commitment to excellence. 

The NCL division currently has two ships under const™ 

FVanee, which will be delivered in November 1992 and May 

1993. ■ ■ 

Larvik Line AS and Scandi Line AS operate 
Scandmavia and transported more than 1,1 million passage™ 

Vard’s subsidiaries are renowned for their dedicate 
maintaining the ^S^est standards of safety quality arid seSi«7 


Vard a.s, Office Address: HofEsveien 15,0275 Osl& ^ 

Postal Address: P.O. Box 244 Skoyen, 02l2 Oslo Phone- (47 m 7 * oo o. 
Telefax: (47-2) 73 28 52 Telex: 74032 vartn ® 
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M POLITICS: Centre Party on the move 

Riding the crest of a wave 


THE Centre Party Is riding on 
. the crest of an eledtoral popu¬ 
larity it has never known 
before. In. the latest ftftf opin¬ 
ion poll earlier lids month it 
secured: l£9-per cent support, 
the biggest rating recorded in 
the party's history. 

Tins Is even better than the 
12J. per cent the Centre Party 
won fcrlast September’s local 
government elections. If 
repeated at next year’s general 
election the Centre would at 
least doable its 11 seats in Par¬ 
liament and this would provide 
the party with a formidable 
blocking force. . 

Mrs Anne Eager r^hngfwfn . 
the party’s young leader, is in 
no doubt why the Centre is 
doing an well. “We are the 
main anti-EC force in Nor¬ 
way." she argues. A good deal 
of her time is spent campaign¬ 
ing around the country against 
what she sees as the threat of 
an over-mighty European state 
to Norwegian^dependence. 

Tam an internationalist and 
I don’t want to isolate Nor¬ 
way," she insists, “I support 
onr memb ershi p of the United 
Nations and of Nato. Z favour 
closer co-operation with 
Europe on Issues like the envi¬ 
ronment. Bat £ do not believe 
decisions affecting our lives 
should be taken by bureau¬ 
crats in Brussels. We are a 
small, special country and we 
must make the tfanhdn na that 
affect our lives.” 

However, Mrs Lahnstein is 
not just opposed to any sugges¬ 
tion that Norway should seek 
EC membership. Mrs Lahn¬ 
stein Is hostile to Norway's 
participation in the European 
Economic Area EEA. She 
intends to fight all the way 
against ratification of the EEA 
agreement that is expected to 
win a clear majority in Parlia¬ 
ment in September and will 
not be subject to a national 
referendum. 

- Pointing to the bulky vol¬ 
umes of EEA rules and regula¬ 
tions Norway piled on her 
office table, she asserts that 
the people do not realise what 
is going on in their name. “I 
am not giving up hope we can 
prevent it,” she declares. 

At times. Mrs Lahstein can 
sound far to the left in her 
denunciation of what she calls 
the dominance rtf money power 
in the EC. Bat she Is sensitive 





BnindttamS: Contra Party supported her return to office 

to any suggestion that the Cen¬ 
tre Party might collaborate 
more closely in a joint anti-EC 
campaign with the populist 
Socialist Left party which is 
doing well in opinion surveys 
at the moment 
In fact, there is little doubt 
that Mrs Lahnstein’s gut feel¬ 
ings are more sympathetic to 
Labour than the Conserva¬ 
tives. After all it was her 
mobilising of the centre parlia- 

tts main pockets of 
support still come from 
the central rural areas 
of the country 


mentary group in October 1990 
that signalled the downfall of 
the.rightcentre government of 
Mr Jan Syse that held power 
for just over a year. Mrs Lahn¬ 
stein says the moment had 
come to put a stop to the gov¬ 
ernment’s efforts to create the 
European Economic Area. 

Her view carried the day and 
the Centre Party was forced to 
leave the coalition. It was 
th anks to Mrs Lahnstein's 
efforts that the party went on 
to accept that it should support 
the return of Mrs Brundtland 
to office at the head of a minor¬ 
ity Labour government. 

The fact that Mrs Brund¬ 
tland is as pro-EC as Mr Syse 


Lahnstein: remains an admirer of the prime minister 





Syse: lad a right-centre government for lust over a year 


was does not appear to bother 
Mrs Lahnstein who remains an 
admirer of the prime minister. 
After all, she points out, the 
Centre Party is at least free of 
any association with a pro-EC 
policy in government and as a 
result is building up a larger 
electoral mass base. 

The Centre Party was 
founded in 1920. In Norway, 
like others of the same name in 


the Nordic region, it was for a 
long time Uttle more than a 
pressure group for formers and 
fishermen. Its main pockets of 
support still come from the 
central rural areas of the coun¬ 
try. But the party is attracting 
voters from a much wider spec¬ 
trum because of its robust line 
on Europe. Mrs Lahnstein, who 
has a seat for Oslo, argues that 
the party's organisation can 


FOREIGN AFFAIRS 


Doubts about the EC 


hardly keep pace with the 
influx of new recruits. 

In her opinion the Centre 
has been helped by a revival in 
Norway of older values. ”1 
t hink that around the mid- 
1960s there would have been 
much less opposition here to 
joining the EC at a time when 
people were more concerned 
with money and materialism," 
she argues. “The recession in 
1986 and the hank crisis have 


‘We are a small, special 
country and we must 
make the decisions that 
affect our lives’ 

ma rt ? many Norwegians think 
again. Now there is much more 
hard work and a belief that we 
should take care of each 
other." 

Mrs Lahnstein wants to put 
people and the environment 
before economics. She believes 
Norway wffi lose its gentle and 
comfortable way of life if It 
joins the EC. Her feelings 
reflect the widening gender 
gap noticeable elsewhere in 
the Nordic region - with a 
large majority of women 
opposed to the EC compared 
with men. 

Robert Taylor 


THE Labour government is 
preparing itself for what looks 
like being a real and protracted 
struggle to win over hostile 
public opinion to the wtaa of 
the country joining the Euro¬ 
pean Community. The case lor 
Norwegian entry has so far 
gone by default, leaving the 
anti-EC forces free to propa¬ 
gate their opposition but this is 
about to change. 

Mrs Brundtland and her cab¬ 
inet colleagues Intend to 
launch a united campaign of 
persuasion with the Labour 
party as their organisational 
base which will stress in par¬ 
ticular the political case for 
Norwegian EC membership. 
Ministers will argue that the 
country must join the EC to 
further the future stability of 
Europe. 

T believe we have only a 
limited period of opportunity 
in which to achieve an inte¬ 
grated European cooperation," 
argues Mr Thorvald Stolten- 
burg, Norway's experienced 
foreign minister. “If we don't 
achieve that now I fear we 
could go back to the Europe of 
the 1930s. The issue is about 
the peace of our continent" 

In his opinion the govern¬ 
ment has not been good in sell¬ 
ing the concept of EC member¬ 
ship. But he believes 
confidently that there will not 
be a no vote, as in 1972, when 
Norway holds its referendum 
on the EC issue after the com¬ 
pletion of entry negotiations. “1 
trust the Norwegians.” 
declares Mr Stoltenburg. Cer¬ 
tainly Norway has not been 
reluctant in the recent past to 
play a frill part in organisa¬ 
tions that extend beyond the 
nation state. 

Norway, unlike its Nordic 
neighbours to the east, has 
believed, at least since its occu¬ 
pation by the Nazis in the Sec¬ 
ond World War, on the need for 
collective security for its own 
defence. It was a founder mem¬ 
ber of Nato, and it continues to 
recognise that Its defence can 
only be guaranteed through 
dose co-operation with others. 

This is why Norway is 
looking favourably on the idea 
of joining the Western Euro¬ 
pean Union perhaps to begin 
with as an associate member. 
But ministers believe it would 
find no difficulty at -all in 
playing a flail part in the devel- 
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Stoltenburg: only a limited 
period of opportunity 




Holst very risky to stay 
outside the EC 

opment of any common foreign 
and defence policy that 
emerges inside the EC. “The 
dynamism of Europe is making 
it very risky for us to stay out¬ 
side the EC," argues Mr Johan 
Jorgen Holst, Norway's defence 
minister for 5’A years. “Since 
the war the country's security 
has been assured by being in 
Nato but this could be Chang¬ 
ing. Membership of the EC 
looks like becoming all impor¬ 
tant for our own defence,” 
This does not mean that Nor¬ 
wegian policy makers see any 
defence alternative to Nato 
emerging in the foreseeable 
future inside the EC. Moreover 
Mr Holst insists that his coun¬ 


try needs an Atlantic frame¬ 
work for its defence and the US 
will remain the only country 
that could provide that. 

As the only Nato member 
with a land border with Rus¬ 
sia, Norway is ever conscious 
of its strategic position. The 
end rtf the Cold War between 
east and west and collapse of 
the Soviet Union may have 
eased tensions In the northern 
European security area but the 
Norwegian government is still 
keeping a wary eye on its rela¬ 
tions with Moscow. “Russia is 
no longer the single largest 
military power in central 
Europe but it is in the north,” 
ex plains Mr Holst. The large 
naval and nuclear facilities 
remain in the Murmansk 
region with access to the seas 
of the north. 

Some policy makers in Oslo 
worry about some form of mili¬ 
tary takeover in Moscow which 
could pave the way for the cre¬ 
ation of an ultra-nationalistic 
and authoritarian regime with 
territorial ambitions. 

“The situation in Russia is 
clearly very volatile,” argues 
Mr Holst who points out that 
the chauvinistic Mr VLadlmar 
Zhirinovsky polled over 40 per 
cent of the vote in the Soviet 
armed services dominated Kola 
peninsula in last summer’s 
Russian presidential election. 
"The peace dividend is at the 
level of political atmospherics 
rather than in a reduction in 
military capacities,” be adds. 

On the other hand, Mr Stol¬ 
tenburg is confident that nego¬ 
tiations with Russia over its 
territorial boundary line with 
Norway through the Barent 
Sea will be completed shortly, 
after a long period of dispute 
that clouded relations between 
the two countries even during 
the Gorbachov era. 

Ministers hope that northern 
Europe will remain a quiet cor¬ 
ner of the continent but they 
are not taking it for granted. 
The level of Norway’s defence 
spending remains relatively 
high, though cut back by 1 per 
cent from the 3 per cent annual 
growth achieved in real terms 
doling the 1980s in spite of the 
changes in the east and the 
pressures on government 
spending due to the country's 
weak economy. 
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AGRICULTURE and fishing 
arouse deep passion in Nor¬ 
way. Fears about losing auton¬ 
omy in these industries are 
among the main reasons why 
Norway narrowly rejected 
membership of the European 
Community in a bitterly divi¬ 
sive referendum two decades 
ago. 

Far ming and fishing remain 

the two main arguments of the 
anti-EC movement in Norway. 
It argues that the country 
should remain outside the 
Community in spite of the fact 
that Nordic cousins Sweden 
and Finland have applied for 
membership. 

Both industries are used as 
policy instruments to maintain 
a settlement distribution in 
remote areas of the country 
and both are the most subsi¬ 
dised Norwegian industry. 

Mrs Gro Haripm Brundtland, 
Norway's prime minister mak¬ 
ing a pro-market speech 
warned; “The Labour party has 
important principles to defend 
in the new agricultural policy 
that will be devised. Agricul¬ 
tural activites shall be spread 
throughout the country; and 
those engaged in agriculture 
shall not have a lower stan¬ 
dard of living than the rest of 
the population. 

"We realise that others take 
a different view of this. Many 
advocate concentrating our 
efforts on achieving the most 
efficient agricultural sector 
possible, and letting the more 
vulnerable districts feud for 
themselves. This Is unaccept¬ 
able to as." 




AGRICULTURE AND FISH 


Two main arguments of the anti-EC camp 


Few outsiders realise the 
great expanse of Norway. One 
way to gain a perspective is to 
turn a map of Norway around 
- reverse north and south on 
a pivot - and you w111 find, 
surprisingly, that the north 
would stretch far down into 
the Mediterranean reaches of 
Italy. 

Norway's area is 324 sq kins, 
and the western coastline is 
over 2,000 kms long. On one 
hand, fishing is Norway's most 
international Industry - out¬ 
side petroleum - with 90 per 
cent of the catch exported - 60 
per cent to Europe. Fishing off 
the coast and in distant icey 
waters has always been impor¬ 
tant to Norway which, until 
recent times, was one of the 
world’s leading fishing nations. 

Fishing accounts for about 7 
per cent of gross domestic 
product Farming, on the other 
hand, employs less than 7 per 
cent of the country's workforce 
and is meant to make Norway 
as self-sufficient as possible in 
food production, provide outly¬ 
ing rural areas with employ¬ 
ment while matching farm 
incomes to those of the aver¬ 
age blue-collar worker.' 

Lavish subsidies, in the 
range of NKrI2bn of annual 
state transfers, have supported 
this policy In recent years. 


Only 3 per cent to 4 per cent 
of Norway's land mass is culti¬ 
vable, about 9.000 sq kms, and 
most grain is Imported. Farm¬ 
ing meets the demand for milk, 
cheese and meat and some of 
this produce is exported, but 
generally at an economic kiss. 

In 1990, total turnover of the 
16 agriculture co-operatives 
was NKrfJ4bn, a 25 per cent 
growth over the previous year. 
About one-half of Norway’s 

The burden falls on 
consumers, whose 
outlay rose four-fokl to 
nearly NKrSbn 

formers are dairy fanners and 
are situated in extreme outly¬ 
ing rural areas. About 20 per 
cent of Norway's municipali¬ 
ties have more than 25 per cent 
of the working force employed 
as formers. But there has been 
on average, a reduction In the 
number of forms of about 3,000 
a year since, the 1950s. 

About 60 per cent of Nor¬ 
way's formers have the main 
part of their annual income 
from forming but all have sec¬ 
ond jobs. 

The odd side of Norway’s 
forming picture is that the 
country still imports about 




Oeyangen: must bring reform process to Ha natural conclusion 


one-half of consumption and it 
is the one area in which there 
has been no Nordic co-ordina¬ 
tion of policy nor co-operation 
in production. 

However, Norway’s agricul¬ 
ture policy is about to undergo 
reform. Last year a white 
paper suggesting the direction 
of the reform and pinpointing 
measures was meant to be 


presented in parliament but 
was postponed by the delay in 
the Gait ami Uruguay Round 
negotiations. It will be further 
postponed until agreement on 
these two international issues 
is achieved. 

However, the minority 
Labour government is hell 
bent on presenting some sort 
of white paper on policy this 


autumn, although it is disap¬ 
pointed that it will not be as 
for-reaching as it had intended.. 

Earlier this year, Ms Gunhfld 
Oeyangen, Norway's tough, 
no-nonsense agriculture minis-, 
ter, told OECD delegates that 
bringing Norway’s agriculture 
reform process to its natural 
conclusion was necessary. 

Ms Oeyangen conceeds that 
to achieve success in the 
reform process, policy will 

About 60% of farmers 
derive most of their 
income from farming but 
all have second jobs 

have to be broad. “We must 
not focus simply and entirely 
upon the economic gains to be 
achieved through reducing 
subsidies and liberalising . 
trade, even if this is of substan¬ 
tial importance," she warned. 

Agriculture's role is likely to 
always remain a priori ty as It 
n phr>Mc traditi ons and cultural 
heritage while supporting rural 
communities. 

She told OECD delegates 
that agriculture was strongly 
decentralised, and thereby pro¬ 
vided an important and inde¬ 
pendent element In the devel¬ 
opment of more diversified 


economic basis in rural areas. 

In a for-reaching report, the 
OECD urged Norway to 
revamp is agriculture policy to 
become more market oriented 
amt less insulated. It said that 
the total price and subsidy 
gggjgtnnr-g to Norway’s agricul¬ 
ture sector. In relation to the 
value of production, was the 
hi gh sa t of all OECD countries. 

The OECD argued that Nor¬ 
way’s agriculture policy's mul¬ 
tiple objectives - security of 
food supplies, equitable farm 
incomes, regional develop¬ 
ment, environmental preserva¬ 
tion and economic efficiency - 
were hard to reconcile. - 

The OECD calculated that 
subsidies measured as the net 
total producer subsidy equiva¬ 
lent (PSE) more than doubled 
from NErS.ibn to NKrl7.2bn 
between 1379 and 1988. 

About half of total subsidies 
- those supported by high pro¬ 
ducer prices which are sus¬ 
tained by strict import barriers 
for most commodities - came 
from direct payments, includ¬ 
ing deficiency payments to 
shelter domestic production 
from world markets. 

The burden foils on consum¬ 
ers, whose support to the sec¬ 
tor rose four-fold to nearly 
NErSbn. as the tax they paid 
on form production more than 


doubled to 63 per 

A government-appointed 

committee uiged a two-torfs 
reduction to support to farms 
and a realignment of asncu- 
ture policy to b«»memaike^ 
oriented. In the last couple of 
years more than 100,000 form¬ 
ers received more than 100 
□rice support measures. - 

P However, the 
t hat in remote areas of Norway 
a necessary ie vel of govern- 
ment support should be mato: 
tallied and that measures, 
should continue to restrict 
imports of agriculture products: 
to a level that would secure the 
furture of Norway’s farming 
industry to ensure adequate 
food supplies. 

The government adraittea 
that the report initiated an 
important debate over its 
excessive agriculture support 
and helped identify structural 
problems of the sector. 

Nevertheless, Norway 
believes that it has special 
problems relating to its agri¬ 
culture sector — which it calls 
arctic forming - and should it 
join the EC, would benefit from 
negotiating terms and condi¬ 
tions for this sector together 
with Finland which it says has 
a gimflar uniqueness. 

Norway's potential as an 
agriculture producer is far 
from being utilised and form 
operations could easily be 
stepped up. Norway has no 
shortage of produce hut over¬ 
production remains a concern 
of future form policy. 

Karen Fossil 


NORWAY this year overtook 
Britain as western Europe's 
biggest oil producer. Daily 
production exceeded 2 m bar¬ 
rels and has remained at or 
slightly above this leveL 

More than one-half of west¬ 
ern Europe's remaining 
proven oil and natural gas 
reserves are found on the Nor¬ 
wegian continental shelf 
(NCS). According to the Nor¬ 
wegian Petroleum Directorate 
(NPD), the energy watchdog, 
discovered and recoverable 
NCS reserves stood at 5.3bn 
tonnes of oil equivalent (toe) 
at the end of last year. Of the 
total, 40 per cent is said to be 
oil and 60 per cent gas. 

The NPD estimates that at 
current production rates, these 
reserves are enough to allow 
oil production for the next 17 
years and gas production over 
the next Ill years. If 
“enhanced petroleum recov¬ 
ery" technology is utilised, the 
NPD believe s (hat these time 
horizons could be doubled. 

In addition to discovered 
reserves, the NPD reckons that 
“undiscovered but likely-to be- 
found" reserves comprise 
3.52m t o e of which SO per cent 
is believed to be oil and 70 per 
cent is thought to be gas. 

Exports of oil and gas 
account for more than one- 
third of Norway's total exports 


ENERGY 


A global dialogue 


and petroleum activity this 
year will account for more 
than IS per cent of the gross 
national product (GNP). In 
1991 Norway’s petroleum 
industry employed more than 
63,000 workers. 

Norway Is ranked eighth in 
the world league of oil produc¬ 
ers and is the biggest crude oil 
exporter outside the Organisa¬ 
tion of Petroleum Exporting 
Countries (Opec). 

Exports of natural gas meet 
more than 10 per cent of west¬ 
ern European demand and 
account far 25 per cent of the 
Community’s gas imports. 
Contracted gas wifi see annual 
gas sales expand to 45bn cubic 
metres (bcm) by 1939 from 
about 28 bcm today but, with 
the green environmental wave 
sweeping - Europe gas exports 
could swell significantly 
higher. Gas is considered a 
much cleaner alternative to 
coal in power generation. 

Last year Stated), the Norwe¬ 
gian state oil company, placed 
contracts worth more than 
NKr21)m with the petroleum 


service industry but total 
industry contracted expendi¬ 
ture was close to NKr32bn, 
with Norwegian companies 
gaining about 60 per cent of 
the business. 

At a time when it is argued 
by many that oil has lost its 
prime spot on the world politi¬ 
cal agenda, Norway refutes 
this in the promotion of what 
it rails “global energy policy 
inter-relationships”. For Nor¬ 
way this is an important for¬ 
eign policy objective, rfnee oil 
continues to influence and be 
influenced by international 
politics, it argues. 

The country sees as one of 
its main foreign policy tasks 
to not only promote but also 
stimulate a global energy dia¬ 
logue. “Within the IEA (Inter¬ 
national Energy Agency) Nor¬ 
way has emphasised the need 
to pursue a more long-term 
foreign policy endeavour to 
build confidence and disman¬ 
tle confrontational attitudes 
between oil-exporting and oil- 
importing countries," Bays Mr 
Arne Walther head of the 


energy section at the foreign 

minis try. 

“Long-term security of oil 
supply can be promoted by 
more orderly relations and 
greater mutual understanding 
between oil-exporting and ofl- 
importing countries.” 

For example, when the oil 
price plunged below $8 a bar¬ 
rel in 1985-86, Norway helped 
Opec prop up prices by Imple¬ 
menting a 7JS per cent self-im¬ 
posed production restraint. 
The support was unilateral in 
form and limited in time. 

Opec this year appealed to 
Norway to reinstate a produc¬ 
tion restr ain t policy but this 
time it was spumed. 

During Iraq’s Invasion of 
Kuwait last year, Norway 
within the IEA helped form a 
contingency plan which aimed 
to secure energy supplies and 
weaken an expected dramatic 
rise in oil prices. “The Gulf 
crisis underscored the close 
relationship between energy 
and poUticai power and con¬ 
firmed a community of inter¬ 
ests in avoiding excessive voL 


Christiania Bank 

Your strategic choice 
for Norwegian 
custody services 


As a top rated leading Norwegian 
custodian, our dedicated and professi 
staff offer you; 


gian 

fessional 



-QUALITY 

- PERSONALIZED SERVICE 
- PARTNERSHIP AMONG PROFESSIONALS 

Make the right move, choose 
Christiania Bank as your Custodian in 
Norway. 


Please call 

Jan Arevoll, 47-2 48 44 79 
Bente Hoem, 47-2 48 44 67 
Nicolai H. Knudtzon, 47-2 48 52 55 


•rriTrpTT7j7i ri im; i 


CHRtSnANMSANKOGKRBHTKASSE 


International Securities Services 
P.O.Box 1166 Sentrum 
0107 Oslo, Norway 
Telex: 74646. Fax.: 47-2 48 43 63 
S.W.I.F.T.-code: XIAN NO KK 


LLOYD 

THOMPSON 


SPECIALISTS IN ALL CLASSES 
OF INSURANCE AND REINSURANCE OF 
MARINE, NON-MARINE AND 
ENERGY-RELATED RISKS 

IJoyd Thompson Limited 
Beaufort House 
15 SL Botolph Street 
London EC3A 7LT 

Telephone 071 247 2345 
Fax 071 247 4488 
Telex 885671 LOYTOM G 
Cables Uoydihompson London EC3 




A NAME TO TRUST 

SUPPLYING THE WORLD WITH 

- MANGANESE ALLOYS 

- HIGH PURITY PIG IRON 

Tinfos Jernverk A/S, P.O. Box 103 
1324 LYSAKER, Norway 
TeL 47 2 122090 Fax. 47 2123011 Telex 21511 


atitity to the oil market gnfl fan 
securing the supply of oil,” Mr 
Walther says. 

la keeping with these politi¬ 
cal efforts, Norway last month 
hosted a meeting of IPEC 
(Independent Petroleum 
Exporting Countries) and next 
month wQl host a workshop of 
governmental leaders, at min¬ 
isterial level. In which 20 
countries are expected to 
exchange information and pol¬ 
icy views to promote common 
understanding of common 
energy-related problems. 

According to a report by 
Edinburgh-based analyst 
County NatWest WoodMac 
(CNWM) the state, through 
direct financial investment, 
owns 44 per cent of all petro¬ 
leum reserves, 44 per cent of 
commercial reserves and 42^ 
per emit of technical reserves. 
In addition, the state owns 28 
per cent of total production for 
the 1992-95 period and holds 
41 per cent of the total 
licensed acreage. 

The report estimates 1992-95 
average daily production at j 
2.128m barrels of oil, ti&000 1 
barrels of natural gas liquids 
and 23 48m cubic feet of natu¬ 
ral gas. it says Statoil, Norsk 
Hydro and Saga Petroleum, 
the three Norwegian ofl com¬ 
panies, control more petro¬ 
leum reserves than the com¬ 
bined 10 European companies 
or seven US companies operat¬ 
ing in Norway. 

The Norwegian companies 
own 25 per cent of the com¬ 
mercial reserves, 25 per emit 
of the technical reserves, 29 
per cent of total production in 
the period 1992-95 and hold 23 
per cent of total acreage 
awarded, says CNWM. 


THE ENVIRONMENT 


Given higher priority 


MRS Gro Harlem Brundtland 
may have lacked the panache 
or effrontery of Cuba's Fidel 
Castro at the Earth Summit in 
Rio de Janeiro but the Norwe¬ 
gian prime minister was well 
received by delegates for her 
knowledgeable contribution to 
the discussion. Here at least is 
one western democratic leader 
who seems to he in tune with 
the feelings of the developing 
nations over the future of the 
global environment 
As the head of an interna¬ 
tional commission investiga¬ 
ting the subject in the early 
1980s she was one of the few 
politicians with a claim to 
know something about the sub¬ 
ject beyond the cloudy plati¬ 
tudes and cliches that tend to 
dominate too much of the 
global environmental debate; ■ - 
It has also ensured that the 
Norwegian government gives a 
much higher priority to envi¬ 
ronmental issues than most 
others among western market 
economies. Parliament recently 
agreed to introduce a new 
article into Norway's constitu¬ 
tion which grants everybody 
the right to a health and sus¬ 
tainable environment Such a 
gesture may seem rather 
meaningless to many people 
but at least it focuses national 
attention on a subject that has 
been neglected for for too long. 

As a small country, Norway 
is only responsible for an esti¬ 
mated 0J. per cent of global 
emissions and its total share of 
world greenhouse gas emis¬ 
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sions is less than 0.1 per cent 
During the late 1990’s annual 
emission of greenhouse gases 
amounted to about 2 £ tons per 
capita, lower than any other 
OECD country except for Tur¬ 
key. But as this year’s OECD 
report on Norway indicated the 
rate of greenhouse gas emis¬ 
sions was growing at a foster 
rate than most industrialised 
countries, particularly those of 
nitrogen oxides. 

However, as the OECD study 
made clear “The pattern of 
greenhouse gas emissions in 
Norway can be largely 
explained by the coon try’s geo¬ 
graphic conditions”. 

Pollution In Norway is 
caused by the Industries 
of other countries 


Carbon dioxide emissions are 
low because most of Norway’s 
electricity generation comes 
from environmentally friendly 
hydro-power. But as a large 
producer and exporter of petro¬ 
leum responsible for world car¬ 
bon dioxide emissions, Norway 
in the wends of OECD “makes 
it very susceptible to global 
policy decisions In this area” 
The high level- of nitrogen 
oxides in the atmosphere is 
due -to coastal shipping trans¬ 
port and the fishing industry. 

- What environmental poflu- 
~.tion there is in Norway is 
caused by the industries of 
other countries, such as add 
-rain which comes from coal- 
burning plants particularly in 
'Britain. Germany and eastern 
Europe. Only an estimated 5. 
per cent of the sulphur oxide 
deposited over Norway .comes 
from Norwegian emissions. 

The extent of the damage 
this has caused to Norway has 
been quantified recently. The 
pollution of inland, waters 
which has affected fish catch 
levels is calculated to cost 
between NKr530m-NKrfiiOm 
annually, 0.1 cent of the coun¬ 
try's GDP. The annual yield of 
timber lost as a result of acid 
rain amounts to between 
Kr330m-NKr650m while the 
annual damage caused by sul¬ 
phur dioxide on fixed capital 
totals Nkr440m. 

Norway does not devote 
much of its resources to pollu¬ 
tion control, at least to judge 
by the latest comparative 
OECD data which showed'it 
amounted to 0.8 per cent of 
gross domestic product com¬ 
pared with L5 per cent in the 


US and '1.3 per cent in Britain. 

The government has commit¬ 
ted the country to pollution 
reduction targets that are bet¬ 
ter than the agreed interna¬ 
tional standards. It is pledged 
. to halve emissions of sulphur 
• dioxide by next year from their 
1960 level and reduce nitrogen 
dioxide emissions .by 30 per 
cent by 1998 from a base line 
figure for 1986^ There is a 
national target of stabilising 
carbon dioxide emissions at 
the 1989 level by 2000 and a 
rapid phase out of hakms and 
CFC’s — miiiuiiflde chemicals. 

Norway has agree d to reduce 
water pollution by 1995 with a 
halving in micropollutants. 
compared with 1985 , a 70 per 
cent rat to cadmium, mercury, 

_ lead and dioxins and a 50 per 
- c e nt Twdngtirin-TW- ^ wteritm y-rrF-- 
nutrients such as nitrates and 
. phosphates. It is closely 
involved in schemes to reduce 
pollution in neighbouring 
regions such as the Kola penin¬ 
sula of Russia where nickel 
producing plants are an envi- . 
ronmental problem. It has been 
estimated that NExSOOm is 
being spent o ver the next five 
years to total transfers far the 
Kola project 

...Moves inside Norway to 
encourage better treatment of 
the environment in the past 
have been based on regulatory 
controls. But to last year's bud¬ 
get there was . a switch in pol¬ 
icy to the use of the tax system .- 
to improve the country’s envi¬ 
ronment and not Just raise rev¬ 
enues for the government by 
making it financially advanta¬ 
geous for polluters to take 
action to . reduce their costs. 
This year, the budget increased 
the new 1991 tax imposed on" 
carbon dioxide emissions while 
the tax on mineral oil was 
pushed up from 85 per cent'to 
90 per cent and the petrol tax 
by 23 per cent or 12 US cents - 
per litre for leaded petrol 
Norway's environment is .. 
likely to be improved most" 
through international action to 
reduce emissions from its more 
Industrial neighbours to the 
south. This ought to be a pow¬ 
erful argument for those Non 
wegians who want their coute 
try to join the EC. 

Strangely enough, a large 
number of those who want to 
give a clean environment the 
top priority are hostile- to the 
EC. But to be green in one 
country is an illusion as Mrs 
Brundtland can tell 

Robert Taylor 
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the right way 


Good reason to celebrate 


MRTEHJE OSMUNDSBN, the 
deputy hea d of the . Norwegian 
employers federation, NHO, is 
hi g h l y optimist about his coun¬ 
try’s future. ^Norway is in 
much better shape than the 
statistics might suggest." he 
argues. , 

A highly articulate and per¬ 
suasive champion oE Norwe¬ 
gian mainland business, he 
believes the country is hparting 
in the right direction as it 
becomes more market and 

inhi mflHqnwll y. nilTirtp ri 

Later this year, a study will 
be published on Norwegian 
Industry, based on Professor 
Michael Porter’s theory of com¬ 
petitive advantage, and it is 
clear, already from the work 
done that Norway has much 


■We need a cultural 
change . . . more 
companies must get Into 
exports and find 
partners abroad’ 


greater entrepreneurial poten¬ 
tial than might have been 
expected. 

“Our oil and gas revenues 
are accelerating our transfor¬ 
mation towards a society of 
high technology and know¬ 
ledge-based industries,’’ argues 
Mr Osmundsen. “In the last 
few years there has been a sig¬ 
nificant change in the business 
climate, with a shift away from 
traditional welfare policies 
towards Industrial growth." 

He, praises the minority 
Labour government for helping 
to stimulate the new environ¬ 
ment and the reform in Nor¬ 
way’s corporate taxation which 
came into force at the begin¬ 
ning of this year. This has cut 
the rate from 50.8 per cent to 
28 per cent The marginal rate 
of personal taxation has been 
reduced from 57 per cent to 
48.8 per cent As a proportion 
of gross domestic product, per¬ 
sonal taxation is down, this 
year to 11.4 per cent from 12.fi 
per' cent and now lies around 
the OECD average. 

Unlike many other western 
economies, Norway has a low 
level of tax burdens on employ¬ 
ers pay rolls. That contribution 
is only 16.7 per cent, compared 
with 2JL9 per cent as a Euro¬ 


pean Community average. The 
net decline in Norway’s tax 
revalue amounts to NKr&6bn 
this year, equivalent to 1 per 
cent of mainland Norway's 
gross domestic product As a 
proportion of total gross 
national product Norway’s 
total taxes amount to 442 per 
cent this year which la L3 per 
cent lower than in 1991, and 
compare with the EC average 
of 392 per cent 

The mnrtlfinaHnn in fh»* out¬ 
put levels of carbon dioxide to 
bring it more into line with the 
European average is also wel¬ 
comed by Mr Osmundsen as a 
sign that the government 
recognises it must respond pos¬ 
itively to industry's needs. 

He also points to the govern¬ 
ment’s greater readiness to 
finance profitable infrastruc¬ 
ture projects which make mar¬ 
ket sense, rather than meet the 
political demands of regional 
policy, its decision to increase 
funding for research and devel¬ 
opment, and to educational 
changes designed to encourage 
a more skilled labour force. 

NHO is not completely satis¬ 
fied. It continues to worry 
about Norway’s large public 
sector and industrial costs, but 
the outlook is more promising 
than a few years ago. Mr 
Osmundsen praises the trade 
anions for their responsible 
attitude in pay bargaining 
which has helped to restore 
some lost competitiveness to 
Norwegian companies. “This 
has been an encouraging sign. 
There are also signs that peo¬ 
ple are working harder," he 
argues. 

NHO Is hopefal that Norway 
will benefit from its member¬ 
ship of the European Economic 
Area from January 1993. Mr 
Osmundsen points out that 
much industry is integrated 
into European markets and its 
increasing specialisation 
among small and medlum - almd 
enterprises in niches such as 
information technology and 
shipping equipment should 
give Norwegian industry 
favourable opportunities. 

“Of course, we do have some 
sizeable problems," he admits. 
“Too many of our companies 
are still too concentrated on 
the home market, and they 
have not devoted enough of 
their resources to management 
training." 


Mr Osmundsen is also con¬ 
cerned at the knock-on effects 
of Norway’s long and deep 
banking crisis. The larger com¬ 
panies still have no difficulties 
in funding their activities 
when necessary, but the 
tougher disciplines being 
imposed on the banks are mak¬ 
ing it much harder for smaller 
enterprises to acquire neces¬ 
sary capital except at exorbi¬ 
tantly high interest rates. 

This autumn the government 
will unveil its proposals to 
abolish the country's so-called 
concessionary laws that i nhibi t 
foreign ownership of Norwe¬ 
gian industry, agriculture and 
property. It seems unlikely 
there wUl be complete freedom 
in this sensitive area, but Nor¬ 
way will have to adjust as part 
of its membership of the EEA 
over a two-year transition 
period. As Mr Osmundsen 
points out, foreign companies 
are well based In Norway. 
About 30 per cent of shares on 
the Oslo bourse are owned by 
foreigners and companies such 
as Asea Brown-Boveri, Alcatel 


and Siemens have successful 
activities inside the country. 

However, Norway needs a 
much larger flow of inward 
industrial investment in the 
coming years which is why 
NHO is so favourable to the 
country’s early membership of 
the European Community. “We 
need a cultural change," 
declares Mr Osmundsen. “More 
companies must get into 
exports and find partners 
abroad.” 

The government may have 
helped to stimulate a more 
favourable climate for industry 
but this does not mean auto¬ 
matic success after a long 
period of decline and weak¬ 
ness. The restructuring of 
mainl and industry has been 
slow and painful. Mr Osmund¬ 
sen believes the challenge now 
facing the business community 
is to make a “more aggressive 
response". “Our Industrial base 
is smaller now than it was a 
few years ago but it is also 
healthier." 

Robert Taylor 


NORGESKBEMTT AS, the 
Norwegian private sector 
mortgage company,-is at least 
one flnanrfal institution In the 
country that has not become a 
burden oh the taxpayer. 
Indeed, It appears to have sur¬ 
vived toe prolonged crisis that 
has troubled toe financial sys¬ 
tem ever since 1986. 

In toe first quarter of the 
year it made an operating 
profit of NKr2&9m and in 1991 
It achieved a NKrlOOm operat¬ 
ing profit, which represented a 
15.7 per emit Improvement on 
toe previous year. “We are 
running a surplus and we 
always have dime", says Mr 
Trend Wennberg, the compa¬ 
ny’s m ana g in g director who 
has been in charge for the past 
five years. 

Norgeskreditt has not been 
spared credit losses from bad ■ 
inans but by comparison with 
Norway’s commercial hanks it 
has emerged relatively 
unscathed and has not 
required any outside assis¬ 
tance either from toe state or 
other financial institutions. 


Identified and estimated loiw f 
on loans totalled NKz92m for 
the first quarter of 1992 while 
last year losses amounted to 
NKrSLSm, at which just nnd«- 
half represented net realised 
losses. 

L osses on loans last year 
amounted to (L23 per cent of 
assets and to 017 per cent for 


Its lending business is 
aimed primarily at 
medium and long-term 
loans to industry and 
commerce against 
adequate security 

the first three months of this 
year. Total defaulted loans 
after loss provisions mmwmtert 
to a book principal amount of 
NKr96m at the end of last 
year. The aggregated principal 
on loans of more than 90 days 
in arrears totalled NKrl602m 
at the end of March. 

At the end of last year Nor¬ 
geskreditt had assets totalling 


NKr2L256bn with a loan port¬ 
folio dist ributed among 3,650 
customers across Norway. 
With a capital base of 
NErl.782.8bn at the end of 
March and an equity ratio of 
9.7 per emit it looks to be in a 
strong financial position. 

Mr Wennberg is in doubt 
why the company has not run 
into toe troubles familiar to so 
many flmairtd institutions in 
Norway at the moment “We 
stuck to the conservative way 
of running a bank,” he 
explains. “Norgeskreditt is old 
fashioned”. 

At a time when others were 
rushing into real estate the 
company held back. This 
m ean t a loss of market share 
but toe competitive pressures 
did not push Norgeskreditt 
into a policy it did not want to 
follow. 

Its fending business is aimed 
primarily at medium and 
long-term loans to industry 
and commerce against ade¬ 
quate security. Norgeskreditt 
insists that loans have to be 
secured by first priority mart- 
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gages within 60 per cent and 
40 per cent of toe assessed 
value or basis of valuation 
established by Its board for the 
property for both real estate 
and operating assets. Loans 
for offices, commercial prem¬ 
ises, the public sector and 
housing may he secured up to 
70 per cent of the same. It is 
the company's policy that 
loans should never exceed toe 
liquidation value. Last year 
95.1 per cent (NKrl8.514bn) of 
all gross lending was to the 
business and. public sectors 
and only 4.9 per cent 
(NEiSS&n) to private housing. 

In January this year Norges¬ 
kreditt decided to become a 
limited company, an applica¬ 
tion that was accepted by the 
Ministry of Finance two 
months later. This move repre¬ 
sents a response to the greater 
competitiveness resulting from 
the liberalisation of the Nor¬ 
wegian financial system. As 
the company explains in its 
prospectus to its NKr750m 
share offer at NKrXOO per 
share: "A situation has been 
created characterised by 
increased competition where 
the ability of individual finan¬ 
cial institutions to raise equity 
capital on favourable terms 
will be one of the decisive fee- 
tors." 

By becoming a limited com¬ 
pany Norgeskreditt is In a 
much better position to raise 
equity capital more efficiently. 
Moreover, with the arrival at 
the end of this year of the 
more stringent capital ade¬ 
quacy requirements under the 
rules of the Basle-based Bank 
for International Settlements 
(BIS)' it will be possible to ful¬ 
fil them with a good margin 
by becoming a limited com¬ 
pany. 

“Now we are getting more 
aggressive,” says Mr Wenn¬ 
berg. Norgeskreditt accounts 
for 22.1 per cent of the gross 
lendings of the country’s mort¬ 
gage institutions. By pursuing 
prudent policies when others 
were seduced by the frenetic 
atmosphere of the mid-1980s 
the company has the strength 
for expansion. 

At a time of so much uncer¬ 
tainty and pessimism it 
appears to have good reason 
for quiet celebration. 


.Oslo bourse; about 30 per cant of shares are owned by foreigners end companies such as Asaa Brown-Boverl have i 


foe country 



"IF I HAVE 300 IDEAS IN 
THE COURSE OF A YEAR, AND 
CAN MAKE USE OF ONE OF 
THEM - I AM SATISFIED" 


- Alfred Nobel 



Dyno Industrier is a proud bearer of Alfred Nobel’s 
innovative legacy. In 1865 Dyno started with the 
production of dynamite based on his patents, and 
today the corporation is an international leader in the 
field of commercial explosives. 

Industrial chemicals and advanced plastic 
processing have been added to the product range, 
making Dyno one of Scandinavia's leading chemicals 
corporations. 

A guiding principle for this growth has 
always been innovation, based on Dyno’s industrial 
heritage. In traditional areas, Dyno sees the challenge 
in finding niches with potential for profits, growth 
and technological development The application of 
new technologies has contributed to the shaping 
of the explosives and chemicals industries. 

Alfred Nobel would have been proud. 

DYM0 

DYNO INDUSTRIER A3 
ToBbugt. 22, P.O. Box 779 Sentaim, 

HOT 06 Oslo, Norway. Tel.: +47 2 31 70 00 

Australia, Belgium, BrazJL Canada, ChBe, Denmark Finland, Germany. Hong Kong, IniSa, Indonesia, Italy. Japan, Mabys^, llw Netherlands, New. Zealand, 
Norway, Pakfafam, the Fhfippina Portugtf, Russia, Singapore, Spain, Sweden, Switzerland, Turkey, United Kingdom, United States, Zamkaa and Zimbabwe 
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LIFE 


Karen Fossli looks at the 1994 Olympics in Lillehammer 



Best place to 
live in Europe 


Where to spend the winter 


. ... 323,895 sq km 

“....." ... A242m (mid 1990) 

Population . .King Hamid. 

Head of State. Norwegian Krone 
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MANY Norwegians might not 
believe it, but their country is 
rated the best in Europe to live 
in, according to a new study 
published by the United 
Nations. 

After surveying 160 different 
countries on the basis of vari¬ 
ables such as expected life 
span, economy, educational 
standards and use of 
resources, the report suggests 
that Canada has the highest 
rating followed by Japan with 
Norway in third place. For 
women in the world only Swe¬ 
den is better for the good life 
than Norway. 

The average Norwegian 
household spent just under 
829.000 in private consump¬ 
tion In the 1988-90 period. 
Spending on rent, fhei and 
power accounted for 23.4 per 
cant, for single people it was 
30.8 per cent. Families with 
small children spent 29.6 per 
cent of their Income on rent, 
fuel and power compared with 
25.7 per cent in the 1986-88 
period. 

A total of 19.7 per cent of 
household spending went on 
transport and communica¬ 
tions, a foil bom the 23 per 
cent In the earlier period, 
mainly due to the big drop in 
tiie number of new cars being 
purchased. 

Food constituted 1441 per 
cent of total household spend¬ 
ing from 1988-00 with &6 per 
cent of household expenditure 
devoted to clothing and foot¬ 
wear. Beverages and tobacco 
accounted for 38 per cent of 
household spending, 8.0 per 
cent went on furniture and 
household equipment, 9-9 per 
cent on recreation and educa¬ 
tion and other goods and ser¬ 
vices accounted for O per 

cent. 

Norwegians rank clergymen 
at the top of a ranking list of 
professional groups when it 
comes to credibility and high 
ethical standards. A recent 
poll suggested they scored 57 
points followed by nurses with 
51; doctors with 46 and police¬ 
men with 37. Advertisers are 
regarded as the most unrelia¬ 
ble and dishonest group of all 
with only 1 point but car sales¬ 


men (2 points), journalists (3) 
and poUtidans (4) come just 
behind. 

Five out of 10 Norwegians 
believe in God and life after 
death, but seven out of 10 do 
not believe in the devil or in 
helL Two out of 10 pray to God 
at least mice a day, while 38 
per emit of Norwegians do not 
pray at alL An estimated 15 
per cent of the population 
have contact with the church 
and Christian life, though 
seven out of 10 have great 
doubt and religions uncer¬ 
tainty. 

As many as 77 per emit of 
Norwegians thought it was 
possible to be a good Christian 
without going to chureh or 
chapeL 

The Cold War may be over 
but most Norwegians are in 
favour of a strong defence for 
their co unt r y . As many as 86 
per cent polled recently said 
they were in favour of 
national defence compared 
with 81 per cent In 1991. Even 
82 per cent of young people 
aged between 15 and 19 
believe this, with strong sup¬ 
port cm the for left of Norwe¬ 
gian politics os welL 

Norwegians are drinking 
less alcohol than they used to. 
There was a &3 per cent folLtn 
consumption last year, part of 
a downw ar d trend that began 
in 1988. The average consump¬ 
tion of spirits among all Nor¬ 
wegians over 15 years old was 
44) Hires of pure alcohol per 
year. Norwegians spent 34bn 
on alcoholic beverages last 
year. 

Only 95,000 jobs have been 
created in Norway over the 
last 10 years and 75,000 of 
them are in managerial posi¬ 
tions. according to the Central 
Bureau of Statistics. In 1981 
only 4 per cent of female work¬ 
ers had management positions 
and 25 per cent of men were hi 
managerial positions. Now 29 
per cent of men are in that 
position and 10 per cent of 
women. 
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Robert Taylor 



Compiled from data from the 
Norwegian Information Service 


Squaring the circles: Juan Antonio Samaranch and his 
colleagues have been criticised for their elitist approach 
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LAST February, at the 
conclusion of the 16th Winter 
Olympics, the French dty of 
Albertville passed the flag of 
the five rings on to LiUeham- 
mer, a sleepy Norwegian town 
two hours' drive north at Oslo, 
which will host the next winter 
games in 1994. 

In the best possible market¬ 
ing scheme for Lillehammer 
that could have been devised, 
the Norwegians took Albert¬ 
ville by storm, winning nine 
Olympic golds, six silvers and 
live bronze medals. 

Their success is expected to 
attract tens of thousands of 
tourists to Oslo and IdDebam- 
mer in February 1994 and, it is 
hoped, thereafter. Up to 100,000 
people will attend the 1994 
games, it Is estimated. 

However, controversy over 
the NKrl3ba investment for 
the Lillehamm er games Hm 
dominated iw«rfHna« 

alongside more Important con¬ 
cerns such as Norway’s record 
high post-war unemployment 
and health care queues. The 
prospects for 1994 have lifted 
the spirits of many Norweg¬ 
ians. But it will take time for 
morale to recover from the 
deep economic recession of the 
past few years. 

Take Asborg, for example - 
a single, unemployed mother of 
three - for whom the LiUe- 
barnm er Olympics evokes only 
wiiTgd feelings: “My children 
are very proud that Norway 
will host the games bat with 
the economy the way it is I 
can’t help but feel that the 
money could be better spent 

"And there are all those sto¬ 
ries abont the organis¬ 
ers ... the elitists who are 
living the Ugh life at the 
expense of the taxpayers. Bat I 
truly hope toe Olympus will 
be good public relations for 
Norway. I have German and 
American friends already 
looking forward to r.fflgh««n. 
mer who otherwise would 
never have visited Norway,” 
Asborg says. 

That is precisely what the 
organisers are counting on: 
flrattizne visitors wfil return to 
Norway after the games, while 
millions of television viewers 
all over the world win be 
inspired to visit after being 
won over by Norway’s whole¬ 
someness and charm in a 
relentless PR saturation exer¬ 


cise, lasting several hours 
every day for more than two 
weeks. 

"The success of the Olympics 
hinges to a great extent oh our 
success with the media side of 
thing s,** one of the organisers 
said recently. But some Nor¬ 
wegians can’t help but feel that 
the timing for Norway’s host¬ 
ing of the games is just sHghtiy 
awkward. 

- Lard of the Rings, a book by 
Vyv Simsoh and Andrew Jen¬ 
nings of Granada TVs World 
in Action team, does little to 
stem the embarrassment of 
those who, like Asborg, are 
more concerned about such 
social problems as health care 
xnrf unemp loyment then they 
are about the number of cars 
which roll Into rin»Tnm»mgr on 
any given day. 

It criticises the elitist aspect 
of the Olympic organisation, 
with particular emphasis on 
Mr Juan Antonio Samarw'nrfi 
the International Olympic 
Committee’s president, and his 
inner circle. But LOOG's 
organisers, facing a daunting 
task ahead of 1994, tend not to 
get bagged down in criticism 
and controversy which they 
say enme« with the job. "The 
discussion over investment 
and snobbery is something 
many of us simply have to live 
with. I think this is a healthy 
and good project which puts 
Norway in a totally new inter¬ 
national position,” says Mr 
Aage Enghaug, LOOCs senior 
vice-president of information. 

The Norwegians, admittedly, 
have ulterior motives in stag¬ 
ing the ga mes rather tiian just 
for the sake of sport And who 
ran b lame them? The P' 1 "” 
provide a unique opportunity 
to promote Norway and stimu¬ 
late tourism, particularly in 
Hedmark and Opland, the 
country's two counties which 
do not have access to the sea. 

“The continental regions in 
the eastern part of the country 
have hardly profited from the 
g row th experienced by coastal 
regions over the last decades,” 
says the Olympic Triangle, a 
collaboration between the 
county boroughs munici¬ 
palities in the Lillehammer 
region. It believes that invest¬ 
ment in the Olympics will hot 
only help to develop their 
region as a popular tourist 
attraction and educational cen- 


ECONOMY 


Total GDP (Sbn). 

Real GDP growth {%). 

GDP per capita ($). 

Components of GDP (%). 

private consumption. 

Gross fixed investment.. 

StocfcfouUdlng... 

Government consumption. 

Exports.—. 

Imports—.-. 

Consumer prices (% chg P*). 

Unit lab costs (% change pa).... 
lnd. wage rates (% change pa). 
Ind. production (% change pa).. 
'Unemployment 1 (% lab force).... 


Reserves minus gold (Sbn). 

Narrow money growth (% pa).. 
Broad money growth (% pa).... 
Discount rate (% pa year end). 

Govt bond yield (% pa avg). 

FT-A Index <% chg over year).., 
Budget deficit (% of GDP). 


Current account balance (Sbn). 

Exports ($bn). 

Imports (Sbn). 

Trade balance (Sbn)-- 


Main trading partners (1990). 

UK (% of total). 

Sweden...-. 

Germany.— 

North America.. 

Denmark.. 

EC.. 

EFTA.-. 


1890 

1881 

105.8 

107.5 

1.8 

4.1 

24,941 

25,235 

50.4 

n/a 

18.9 

rtlei 

2.4 

n/a. 

21.0 

n/a. 

44.0 

n/a 

36.7 

n/a - 

4.2 

3.4 

3.3 

3-2 

5.8 

&5 

3.6 

2.1 

5.2 

SE 

15.33 

13.23- 

10.5 

6.8 

6.0 

10.6 

10.5 

10.0 

10.68 

9.96 

2.21 

-12.47 

0.8 

-3.3 

3.53 

5.07 

33.91 

34.08 

27.22 

2529 

6.69 

8.79 

Exports 

Imports 

26.2 

8.9 

11.6 

15.6 

11.1 

13JJ 

10.0 

14.0 

4.8. 

6 J5 

64.6 

45.7 

15.8 

21.3 


Note: 1 Unemployment rate fa measured on ILO 
standardised basis 

Source: IMF, OECD, Economist Intelligence Unit. 
Datastream __ 


tre but will also contribute 
towards improving infrastruc¬ 
ture and expanding jobs. 

LOOC is going to great 
lengths to present Norway as a 
country founded on strong, 
simple traditions which allow a 
high standard of living without 
the excesses of materialism. 

Central to this imag e is the 
fact that winter sports are part 
of the country's national iden¬ 
tity. Ancient petroglyphs 
depicting 4,000-year-old skiers 
from the Stone Age have been 
discovered and LOOC is 
exploiting them to the AilL 

Skiing Is deeply embedded in 
Norwegian tradition: a 12th 
century skier is featured on 
the dty of Lillehammer's coat 
of arms. Among other cultural 
events, the opening and dosing 


ceremonies of the Olympics 
wifi highlight Viking folklore 
and old Norse mythology. 

As Thor Heyerdahl, the 
anthropologist, put it: "Nor¬ 
way, the land of the Vikings in 
the for north, the country that 
has held her doors open to dis¬ 
tant expeditions for more than + 
1,000 years, is now inviting aH " 
the people of the world to cross 
her boundaries in friendly 
rivalry” in what LOOC is can¬ 
ing the country’s greatest-ever 
festival 

The Olympic facilities are 
already about 69 per caUt com- 
pleted. They will be finished 
for the 1993 winter season 
when a number of. winter 
sports competitions will be 
staged to test Lffiehammer’s 
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A solid partner 


Kvaemer a.s is Norway's largest privatelyowned commercial enterprise with some 60 

production and safes companies operating in more than 50 countries worldwide, 
including the UK, USA, Japan and Germany- Total group operating revenue was 
NKr 18.65 billion (£1.65 million). Operating profit was NKr 1,035 million 
(£91,6 million) 

Kvaemer has 18,700 employees -10,000 of them outside Norway in such countries'as 
the UK, Sweden, Finland, Gibraltar, Canada, Singapore, Spain and Brazil where 
Kvaemer has a production presence. 


Kvaemer has five core business areas in which it ranks among the world leaders. These 
are shipbuilding; offshore design and construction; pulping technology; shipping 
and mechanical engineering. 


Kvaenwr- Europe’s largest commercial shipbuilder and the fifth largest in the world in 
compensated gross tonnage specialises in high quality vessels - cruise liners, 
chemical tankers, gas earners, refrigerated carriers, icebreakers and cata¬ 
marans. Shipbuilding accounted for 50 per cent of Kvaemer*s total operating 
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revenues in 1991. 


Kvaemer is a proven and experienced builder of large platforms and modules for offshore : 
oil and gas production. With its International subsidaries it aims to become one 
of the world's leading suppliers of offshore services. 


Kvaemor has a major share of the world market for wood pulping equipment and 
machinery for the pulp and paper industry. 


Kvaamar operates the world's largest fleet of medium-sized carriers for liquefied petro¬ 
leum gas. It is expanding its involvement in shipping fruit, meat and other 
perishables. 


Kvaamar is a dominant force in world energy generation. It is a major supplier of equip¬ 
ment for hydropower and gas-fired power stations. 


Kvaemer is a solid partner 
for industry worldwide 


Kvameru 

P O Box 100 Skoyen, N-0212 Oslo 
Tel. +47 2 96 70 00 Fax +47 2 52 01 22 


Type ol Business 
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India,is hot moving fast enough to 
implement much-needed economic 
reforms-' The Bombay stock market 
scandal and a poor monsoon this 
year will add to its problems of 

inflation and the balance of _ 

payments, writes David Housego 

Chances are 
slipping away 

T HE RADICAL reforms Kashmir and nuclear rivalry - 
announced last year and which could pave the way 
by Mr. P. V. Nara- for arms reductions on both 
simha Red's new Con- «ldf& He also recognises that 


* , "" €3Sjr WB!i/io 


*-r mm* 
nr 


a HE RADICAL reforms' 

, ■ .. announced last year 

■ by Mr. P.V. Nara- 
t ■ simha RAO's new Con* 
' gress administration made 
l many friends of India feel that 

• the country - which has been 

• a slow runner among Aslan 
nations - could be poised for a 

^^period of rapid change. Hut the 
■ ^government Is now in danger 
i of letting these opportunities 
1 slip away. 

1 Mr Rao, the prime minister. 
! has a clear sense of the path 
1 that India must take In the 

• wake of the collapse of too hi* 
-■% torlc cornerstones of Indian 

economic and foreign policy ~ 
jawaharial Nehru's concept of 
economic self-sufficiency, 
which ran aground last year 
when India came close to 
2 j defaulting on Its International 
2 V debt payments, and friendship 

k with the Soviet Union, which 
| fall apart .with the dlsintegra- 
tion of the Communist empire, 
k The prime minister is com- 
e mltted to making, the Indian 
^ economy more internationally 
* competitive mid to achieving 
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exports. He sees the need for 
closer ties with the US* both to 
mobilise aid . and Investment 
and as- now the only super¬ 
power .wiiih the leverage to 
exert pr essure on India’s advar- 
sary, Pakistan. 

Mr Rao has . his eyes on a 
comprehensive settlement with 
Pakistan that would cover the 
disputed.Issues, of binders. 
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Kashmir and nuclear rivalry - 
and which could pave the way 
for arms reductions on both 
sides. He also recognises that 
market economics require a far 
larger devolution of power to 
the states than was palatable 
to most members of the Nehru 
family. 

This programme of Internal 
and external restructuring 
marks a substantial change of 
direction for a country that 
ploughed the same furrow for 
too long. But between knowing 
where he wants to go and get¬ 
ting there, the prime minister 
has lost his nerve. 

Over recent months, he has 
begun to flounder politically. 
Uncharacteristically, he was 
knocked off balance by allega¬ 
tions that he had a hand in the 
cover-up of commission pay¬ 
ments to Bafors, the Swedish 
anifa. xnsnnfacturer.'lhen, be¬ 
mads a serious tactical blunder 
in treating an Internal election 
to the Congress party’s main 
policymaking organisation as a 
challenge to his powen 

His short-term difficulties 


two problems that now loan 
large on the horizon. The Bom¬ 
bay stock market scandal - In 
which banks and fina n cial 
institutions stand to lose 
RsSObn through fraudulent 
securities dunlin^ — threatens 
to paralyse the administration 
as allegations grow that sudor 
ministers and dvO servants 
wrap Involved. & has already 


resulted in a drying up of 
funds In the stock market, the 
interbank market and even 
retail trade. 

The other major problem Is 
the growing danger that after 
four years of good monsoons, 
the rains could fall this year - 
thus pushing up prices beyond 
the already high 12*13 per cent 
Inflation rate. If the drought, 
already widespread in Mahar¬ 
ashtra, • Madhya Pradesh and 
Rajasthan, grows worse or 
spreads, the government could 
find itself faced with wide¬ 
spread unrest and violence. 

An elderly, cautious patri¬ 
cian, Mr Rao sprung a surprise 
last year by the radical 
response of his government to 
the threat of debt default - 
and more surprises could be In 
store. He then carried through 
an unexpectedly large 25 per 
cent devaluation of the rupee 
and extensive trade and indus¬ 
trial deregulation. 

Mr Rao followed this up this 
year with a budget that made 
the rupee partially convertible, 
brought down the budget defi¬ 
cit to a projected 5 per cent of 
GDP for 1992-B3 and initiated 
tax reforms. 


O ver the last year, the 
prime minister has 
transformed what had 
begun as a minority govern¬ 
ment in the parliament into 
one that has a de facto major¬ 
ity. By contrast, the Opposition 
- the Hindu Bharatiya Janata 
Party (BJP), the Janata Dal 
and the left - have been weak¬ 
ened through their own inter¬ 
nal divisions. 

Yet, Mr Rao's failure as a 
reformer atoms from his reluc¬ 
tance to confront the ftnrartal 
lobbies that have long resisted 
change In India. 

He has postponed promised 
reductions in the fertiliser 
subsidy because of opposition 
from farmers. He has put off 


civil service and the public 
sector and a halt to inflation- 
adjusted wage increases 
because of union opposition. 

The unions have, also held 
out so far against privatisation 
and the introduction of more 
flexible labour practices In 
Industry. 

Industry itself has success¬ 
fully resisted tariff cuts that 
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Will India, wMdi haa ploughed die tame furrow for too long, make a substantial change of 
direction? The Ohofay Ghats - a Mg public laundry - (n Bombay . (Photograph by Gfyn Genin) 


- a Mg public laundry — In Bombay . (Photograph by Gfyn Genin) 


would draw blood through the - Mr Rao's reason for avoiding World Bank, and of bilateral 
competition of foreign imports, confrontation is that a country .donors to whom India is 


flnnnffp minister, announced in 
the budget that the miwfnmm 
tariff would be reduced to HO 
per cent and that tariffs would 
came down over the next three 
years to levels comparable 
with other developing coun¬ 
tries. But the effect of tariff- 
cuts so far on industry has 
been offset by the impact of a 
sharply depredating currency. 


India canno t afford further 
division and secondly that 
change requires a consensus. 
But with the government dith¬ 
ering, the. momentum of 
reforms has been lost and 
opposition lobbies have been 
able to entrench themselves 
more deeply. 

The dBlays are trying the 
patience of the IMF the 


exceptional balance of pay¬ 
ments financing this year. 
They are one of the reasons 
why the sharp increase in for- 
’sign Investment approvals - 
iniWoflHhg a growing interest 
in gaining a foothold In India 
have not been followed up 
fay substantial Inward equity 
flows. 

But most of all, the slow 



pace of adjustment will mean a 
slower growth for the economy 
over the longer run. Already, 
India in piling up future bottle¬ 
necks by postponing urgently 
needed derisions over telecom¬ 
munications. power and other 
Infrastructure projects. 

The budget, equally, 
reflected a shortsighted tactic 
of sacrificing future growth to 
avoid present pain. The cuts In 
tbs deficit were achieved more 
from reducing capital Invest¬ 
ment than current spending. 

But the major constraint on 
future growth Is the potential 
shortage of foreign exchange 
needed to finance imports - 
hence technological change 
and higher productivity. With 
an outstanding foreign debt of 
S74hn, India no longer has the 
access to the International 
commercial marki&n j£ had in 
the 1980s and foreign Invest¬ 
ment is still relatively small. 

Its foreign exchange require¬ 
ments will thus have to come 
from an expansion of manufac¬ 
turing exports, which reflects a 
major restructuring of industry 
and a reduction in its cost lev¬ 
els. With exports still growing 
slowly, there are not as yet the 
signs of a change of the magni¬ 
tude required. 

I ndia is already experienc¬ 
ing Its second year of low 
growth. Real GDP this 
year, as last, is likely to 
increase by only 2-3 per cent - 
or by not much more than the 
growth In population. The 
surest way to prepare the 
gronnd jor a return to the 
pa rt* ' ■ communal and e thnic 
violence-India witnessed 18 
mouths ago would be a pro¬ 
longed period of slow or aver 
age growth.' 

The same caution that Mr 
Rao has brought to economic 
reform he has applied to Us 


tions. The two overlap since he 
At, until he is more 
comfortable at home, he can¬ 
not take risks abroad. 

Mr Rao quickly recognised 
that with the collapse of the 
Soviet Union, India needed US 
support to exert pressure on 
Pakistan and to obtain sub¬ 
stantial funding through the 
Would Bank and tire IMF. Pres¬ 
ident Sadat looked to the US in 
Continued on Page 2 
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To most people Bajaj Auto is a two wheeler company, the largest scooter manufacturer in the world 
A leader with over 6 million vehicles on the road, and adding another 850,000 vehicles every, year, 
With two of the biggest, most sophisticated manufacturing facilities on earth. And a professional 
strength of more than 17,000 employees. But that's what your eyes can see. Come clour; 
look with your understanding. And you'll see an organisation that goes beyond the limits of its; 


business. Take ourj^ktegrated information technology, for example. It tells us which Indian wants 
what. And how and^where you can find him. All in a matter-of minutes. Instant information that sets 
us' free. To dream. jEft create. To raise our sights. That's sensitive marketing, (Mthlf JHlffl Hlf 

■That's vision/That's the unlimited idea of freedom..That's Bajaj Auto. IHJIy 

W B' CL O St OUR E YES IN ORDERTO SEE Akurdl, Pune 411 035, India 
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INDIA 2 


T HE OUTLOOK for the 
Indian economy 
contains one unex¬ 
pectedly bright feature and 
some disquieting ones. 

The most positive feature is 
that a year after the country 
came close to defaulting on its 
foreign debt repayments, the 
foreign exchange reserves had 
climbed by end-April to an 
unexpectedly high S5.4bn - 
equivalent to just over three 
months’ imports. 

The leeway that this 
provides has principally come 
from once-and-for-all 
emergency cuts in imports and 
exceptional external fina n ci n g 
from the IMF, the World Bank 
and the donor nations. 

The disquieting features are 
that inflation has remai n ed 
insistently high. As against a 
target agreed with the IMF 
that inflation would fall to 9 
per cent at the end of fiscal 
1991-92 year in March and to 6 
par cent by March 1993, the 
Inflation rate has hovered 
around the 12-13 per cent mark 
over the last nine months. 

If the drought in parts of the 
north is exacerbated by a bad 
monsoon over the coming 
months - current forecasts 
suggest well below normal 
rainfall - this could add 
seriously to the upward 
pressure on prices. 

Real growth in GDP is for 
the second year running likely 
to be at a low for the decade of 
2-3 per cent. Growth in 
industrial output picked np in 
February - rising by 3.4 per 
cent as compared with 12 
months before - but was zero 
or negative for 1991-92 as a 
whole. This was due to both 
government-imposed curbs on 
imparts and to the squeeze on 


THE ECONOMY 


Radical changes needed 
to achieve export growth 


domestic demand caused by 
the tight credit policy of the 
Reserve Bank of India (the 
central bank) and thus higher 
interest rates. 

The third disquieting feature 
is that there is little sign of 
export growth picking up at a 
pace necessary to meet India’s 
import and debt repayment 
requirements. Exports in dollar 
terms actually declined a little 
in 1991-92 to $18bn - mainly as 
a result of the collapse of the 
Soviet market. This year - 
with hard currency markets 
still sluggish as a result of the 
recession - exports are unlike¬ 
ly to grow in dollar terms by 
more than 6-8 per cent as 
compared to the 15-17 per cent 
achieved in the late 1980s. 

The overriding question for 
the economy is whether these 
elements reflect the temporary 
difficulties of readjustment, or 
whether they carry the risk of 
the economy running aground 
in the quagmire of stagnant 
growth, unacceptably high 
inflation and persistent 
balance of payments diffic¬ 
ulties. The prospect of a bad 
monsoon adds to the diffic¬ 
ulties. 

Mr Deepak Nayaar, the 
former chief economic adviser 
who believes that India runs 
the risk of South American- 



and low economic growth. 

The World Bank and the IMF 
share some of these doubts 
about the economy's short- 
term performance. But they 
are pushing for more radical 
change — increased labour 
flexibility, privatisation and 
major reforms in the financial 
sector to achieve more efficient 
credit allocation - as 
necessary to improve 
international competitiveness 
and exports. 

It is disputes about the pace 
of these reforms - with the 
government a greeing over the 
direction but hesitant over the 
timing — .that is linWIwg up 
World Bank sectoral loans to 
India and further IMF low 
interest fends. 


Manmohan Singh: hto budgets have brought the defelt down, 
but capital spending beers (he bnfcit of the cute 


style stagflation, draws the 
conclusion that policy should 
give first priority to r educing 
deficits anil inflation- He fea rs 
that if stabilisation is 
combined with an ambitious 


restructuring programme - 
particularly if the economy is 
opened up to higher levels erf 
imports — India faces the risk 
of continuing depreciation of 

the Currency, high*»r tnflirfirm 


Chances are 


away 


Continued from Page 1 
a similar way to enlist its sup¬ 
port against Israel. 

India has made some modest 
steps towards drawing closer 
to the US - including the dip¬ 
lomatic recognition of Israel 
and joint huto-US naval exer¬ 
cises. Mr Kao’s task has not 
been made any easier by the 
clumsiness of US diplomacy in 
handling disputes with India 
over trade, missile technology 
and nuclear proliferation. 

w ithin the country, there is 
also a growing recognition that 
India — no more than Pakistan 
- can indefinitely defy world 
concern over the risks of 
nuclear rivalry. India is thus 


showing more readiness to pur¬ 
sue cn nflrfen wU mfMlng mea¬ 
sures with Pakistan and to 
accept US observation of mis¬ 
sile tests. 

There is also a recognition 
that any agreement with Pakis¬ 
tan over the nuclear issue 
would have to be part of a 
broader settlement. India Is 
now signalling that it is ready 
for border adjustments, an 
open frontier and the resump¬ 
tion of normal trade. A peace 
treaty allowing both sides to 
make substantial reductions in 
defence spending and which 
would have been nnthinkahi« a 
few years ago Is at least imag¬ 
inable now. 


The real issue is whether the 
governments . in Delhi and 
Islamabad will have the 
strength to overcome the lob¬ 
bies In their own countries 
that are hostile to such 
detente. With Mr Kao, the hesi¬ 
tations have the upper hand. 


S o far, the government 
has sidestepped the 
issue of devolution of 
power to the states. But the 
states themselves are becom¬ 
ing increasingly exasperated 
with a central government 
whose overriding powers they 
resent and which cannot meet 
their demand for resources. 
States axe beginning to com¬ 


pete among themselves for pri¬ 
vate sector, foreign investment 
and aid lands. The disintegra¬ 
tion of the Soviet Union and 
the resurgence of ethnic and 
regional movements have 
opened their eyes and ambi¬ 
tions. 

In India there is a reluctance 
to face up to problems until 
action proves unavoidable. 
Myopia over macro-economic 
management brought India 
close to defaulting on its inter¬ 
national debt last year. The 
external support now being 
provided by the World Rank, 
the IMF and the donor nations 
provides India with a breath¬ 
ing space in which to carry out 
much needed structural 
change. The risk of not doing 
so is that India wQl drift into 
another crisis. 


T hat India ramp rkvip to 
default a year ago was a 
result of the govern¬ 
ment’s failure in the 1980s to 
bring Che budget and halypra 
of payments deficits under 
control. Beal GDP in the late 
1980s. rose by an annual aver¬ 
age of 6 per cent But the 
budget deficit rose to 89 per 
cent of GDP and the c u r re nt 
account deficit in 1990-91 to ZJ5 
per cent <rf GDP. 

The two budgets presented 
by Dr Manmohan Singh, fhp 
minister of finance, have 
brought the budget deficit 
down in hue with IMF targets 
- to 65 per cent of GDP In 
1991-92 and to a projected 5 per 
cent in the 1992-93 budget put 
before parliame nt in February. 

But in practice the stabilis¬ 
ation programme has been less 
tough than these figures 
suggest The 1991-1992 target 
was achieved with the help of 
ftfmnn Hn g devices as the 
postponement of fertiliser 
subsidy payments. 

More worrying for the 
fixture, the projected reduction 
in the deficit this year is being 
achieved more by cutting cap¬ 
ital spending (infrastructure,, 
health, rural development) 
than current spending (sub¬ 
sidies, wages and public sector 
employment). Thus as a prop¬ 
ortion of GDP, na piftii sp ending 
will fall by 2J. per cent over 
the two years to March 1993 


■while current spending will fall 
by only 12 per cent 

The TTignffteitentlv tight rein 
inn. fiscal policy has helped fuel 
£ : faster rate of monetary 
^MTiginn than anticipated and 
hence higher Inflation. The 
broad measure of money 
supply CM3) rose last year by IS 
per cent as against a central 
hank target of 13 per cent. 
Most of this came from the 
build-up in the foreign 
exchange reserves. But 
•government borrowing from 
the banking system rose by 25 
•per cent 

Since April, it has become 
harder and costlier for the 
government to finance its 
deficit from the banking 
■system. The statutory liquidity 
ratio (SLR) by which the banks 
are required to lodge a 
proportion of their deposits 
. with the Reserve Bank was cut 
"from 389 to 30 per cent and the 
-government has also begun to 
.auction treasury bills - 
meaning it must pay a market 
pricerfor its own borrowings. 

Bnt until these shifts in 
monetary policy, the impact of 
high interest rates had fallen 

■ on the private sector. Prime 
corporate bor ro wer s now pay 
19.7 per cent. The high cost of 

. money together with the 

■ import curbs were the two 
most important factors behind 
the slump in industrial growth 
last year. After rising by an 
annual average of 89 per cent 
over the last few years, the 
growth in industrial output 
was fiat or negative in 199192 
as a whole. 

The emergency curbs on 
imports - including a 200 per 
cent cash margin cm opening a 
credit line - were primarily 
responsible for the slashing of 
the current account dgficH- in 
199392 to 33bn from S83m the 
previous year. Imports, which 
accounted for 9 per cent of 
GDP in the late 1980s and 
which through foreign tie-ups 
and technology transfers were 
responsible for much of the 
increased productivity in tire 
economy, fell by 30 per cent to 
{29.7bn (balance of payments 
figures). 

With the major improvement 
in the foreign exchange 
reserves, the import 
restrictions were lifted earlier 
this year. The World Bank 
expects that even if imports 
rise in dollar terms this year 
by 20 per cent, they will stai be 
below the 1990-91 level and 
thus lower in real terms and as 
a proportion of GDP. 

What is clear, however, is 
that the limiting factor on 
restructuring and growth in 


FACTS 


.... 3.287,590 sq km 

- Area .~'m 3 a million (1991 estimate) 

state ......".^President R Venkataraman 




ECONOMY 


. Total GDP ($bn). 

Real GDP growth (%). 

GDP per capita (8). 

Origin of GDP (%) 

Agriculture. 

Industry... 

Sendees.-.-•■ 

Consumer prices (% change pa). 
Reserves minus gold (Sbn, Dec).. 

Money gro wth (M2, % pa). 

Lending rate (% pa). 

Total external debt ($bn).-. 

Debt service ratio <%). 

Debt per capita (S). 

Current Account Balance (Sbn).... 

Exports (Sbn).-. 

Imports (Sbn). 

Trade Balance ($bn)._. 

Mata Trading Partners (1989, 

% by value).--- 

EC.. 

US....-. 

Japan.—. 

Development Indicators.-. 


Dependency ratio*.. 

Urban population (% of total). 

Population growth rate (% pa). 

Intent mortality rate (per thousand 

tive births)... 

Adult Illiteracy (% aged 15+). 

Population per doctor f000s). 

Ufa expectancy (years). 


1900 

281.2 

1901 

251.3 

5.0 

2.0 

340 

298 

31.7 

31.5 

28.7 

28.6 

39.6 

39.6 

9.0 

13.8 

1.5 

3.6 

12.4 

17.9 

16.5 

17.9 

70.1 

77.2 

24.6 

27.0 

85 

92 

-8.9 

-6.4 

18.9 

19.0 

26.0 

23.8 

-7.1 

-4.8 

Exports 

Imports 

24.9 

33.0 

10.1 

12.0 

9.5 

8.0 

15-20 yrs 

latest 

ago 

estimate 

43.6 

41.4 

21.5 

27.5 

2.3 

2.1 

129.6 

95.4 

65.9 

56.5 

4.9 

2.5 

50.4 

58.5 


“ =» % of population aged under 15 or over 65 
Sources: IMF , World Bank, Economist Intelligence Unit 


the coming years will be 
India ’s capacity to finance the 
higher imports needed to 
achieve faster technological 
change and higher rates of 
productivity. 

In the 1980s India was able to 
finance imports with the help 
of commercial borrowings 
abroad. But since last year this 
avenue has been largely dosed 
because of the nervousness of 
foreign banks about India’s 
creditworthiness. 

India also faces a larger 
burden of debt repayments 
than it did m the 1980s. With 
outstanding foreign debt of 
$74bn - or 27 per cent higher 
than five years ago - 
repayments of interest and 
principal will this year account 
for 30 per cent of export 
earnings. - Amortisation 
payments will almost double 
over the next few years from 
$3.8bn this year to $6bn in 
199697. 

Though foreign investment 


approvals have climbed 
sharply since the change in 
policies, their contribution in 
balance of payments terms is 
relatively small. By the 
mid-1990s direct foreign 
investment inflow could, on 
present trends, reach at most 
Slbn a year. 

Last year the World Bank, 
the IMF and the donor nations 
contributed S3.7bn in 
exceptional external financing. 
India is this year seeking 
exceptional financing of about 
$3bn. But some donor nations 
including Japan are 
increasingly reluctant to 
contribute. 

All this underlies the 
necessity of more structural 
radical changes needed to 
achieve much higher export 
growth. Without this, India 
could find itself heading for 
another balance of payments 
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Profile: ARJUN SINGH 

Socialist roots 
of a master 
tactician 


N THE shelf of his 
1 study atJda bonutht 
New Delhi, Hr ArJmi 
Singh, minister for human 
resources and a future con¬ 
tender for the premiership, 
has a bust of Lenin. Be 
defends the founder of the 
Soviet Union as a radical 
reformer, “As a human being, 
he has a right to a ham*". 

Bat to the visitor, the por¬ 
trait of Lenin is a signal of 
where Hr Arjun Hugh wants 
to position himself In the Con¬ 
gress party, to contrast to Hr 
NirastoUia Jiao, who comes 
from the sonth and has 
become a protagonist for eco¬ 
nomic liberalism. Hr ffingh Is 
from the HbuB-epeaHnr north 
and voices the party’s socialist 
roots and the anguish of Us 
traditional electoral bate 
among the rural poor. 

Hr Rao sought to silence Hr 
Singh’s criticism of toe gov* 
enunent’s shift to pro-market 
policies by naming him aa 
chairman of toe oonunitfces set 
up to draft the econo m ic pol¬ 
icy document pr ese nted to toe 
party's wain policy-making 
body - toe All India Congress 
Committee - at its session at 
Umpati to April. 

A master tactician. Mr Stash 
characteristically drafted a 
policy platform, that had toe 
party facing two ways at once 
- endorsing the Nehruvian 
socialism of Its past while giv¬ 
ing Hr Rao a free hand over 
liberalisation. But the state¬ 
ment In the document that 
there win be no retrenchment 
in toe public sector - only 
retraining - bean his hand. 

At the same tone Mr Singh 
used the Tirupatl session to 
distance himself tram Hr Rao 
and demonstrate Us creden¬ 
tials as his successor. He 
urged elections to toe Con¬ 
gress Working Committee 
(CWS) which runs toe day-to- 
day affairs of toe party - a 
departure from a past In 
which Mrs Gandhi and her son 
Bajtv nominated loyalists to 
the party's top Jobs. 

to the election that fallowed, 
Mr Singh was the candidate 
who won most support with 
435 votes. Working hand to 
hand with Mr Shared Pa war, 
the minister of defence, he 
organised a list of names that 
won bloc support from the 
northern states. Mr Rao was 
miffed at what he considered a 
challenge to his authority and 
asked all those who were 
elected to resign. Both Mr 
Singh and Mr Pawar refused, 

After weeks at deadlock, the 
two ministers ca me up with 
the compromise that they 
would resign If Mr Rao at toe 
nmi hwb nominated them to 

tto committed The prime min¬ 
ister agreed. . 

Having made Us point, Mr 
Singh bow pooh-poohs any 
Idea that he is a contender for 


Arfun Sfngtv “the tew wUf 
take ft* own course" 

the post of party leader or 
prime minister. *Vot by any 
chance," he says. “Don’t be 

un de r a ftfe* mutton. ” 

He adds; “What I consider at 
primary importance is tout we 
have to maintsfn unity In toe 
Congress party and remain 
solidly behind toe prime min¬ 
ister," 

U rbane and unfailingly 
courteous, Mr Singh 
does not look toe social¬ 
ist politician that he was 
before Joining toe Congress. A 
voracious reader and a prag¬ 
matist, he would probably 
adapt his polkdas to circum¬ 
stances os prime minister. 

Mr fflwg h hlS 

for education as minister far 
human resources. But he 
shows no sign irf bending to 
pres s u re from the World Bank 
and toe international donor 
community to make primary 
education compulsory. "To 
faring in compulsion does not 
go well," he says. 

A f or m er chief minister of 
Madhya Pradesh - toe lazge 
central Zodtau state where toe 
BJP la now to power - Mr 
Singh also leads toe wing in 
toe Congress that favours con¬ 
frontation with the Hindu rad¬ 
ical party. He has been at odda 
on tola with the prime minis¬ 
ter, who believes that toe Con- 
grass needed BJP support to 
pass its economic policies. 

Mr Singh had to step down 
from the post of chief minister 
to 1989 after his family was 
implicated in a lottery scandal 
to toe state. Now be takes a 
tough attitude towards foreign 
banks which have o v e rste pp ed 
the law in the Bombay stock 
market scandal. "The laws at 
the country hare to be 
observed." he says. "If they 
have violated the laws 
Indian or foreign banks - the 
taw will take its own comae." 

David Housetfo 


RedfflustanflWM/BB 


SE 


for over 120 years, the House of Tata has pioneered industrial development in India. Today we are a highly 
diversified group, with a combined turnover exceeding U.S. $ 5 billion. In India the name Tata 
stands for quality, reliability and sound business practices, reflecting India's industrial growth. ENTERftWKaES 


Bombay House, 24, Horn! Mody Street, Bombay 400 001, India • Tata Enterprises Overseas, Gotthardstrasse 3, CH-6300 Zug, Switzerland. 


Congress has regained self-confidence. But one issue now dominates politics, says David Housego 

Ran faces storm over market abuses 


W HEN PARLIAMENT 
reconvene* ..next 
month far to* mon¬ 
soon session, there will be one 
issue an toe agenda - the gov¬ 
ernment's hand!tog of toe 
Bombay stock market scandal 
Opposition leaders have 
already rialnwd that ministers 
eze involved. They seem likely 
to press their demands far the 
resignation of Mr S. VenJdta- 
rmmnan, the central bank gov¬ 
ernor, and far Dr Manmohan 
Singh, toe finance mtotatar, as 
the two men who should 
accept moral responsibility far 
the abuses that occurred. 

But as yet, toe political fan¬ 
out of the stock market scan¬ 
dal has still to make its fall 
Impact on political parties or 
public opinion. Interpretii* the 
results of a handful of by-elec¬ 
tions held earlier this wnjh, a 
Congress party spokesman tri- 
umpbantiy claimed that their 
message was that "that the 
nation has no alternative to 
the Congreea and the Congress 
has no jutenurivs to Mr P. V. 
Na ratfanha Rao". 

This is the hyperbole of 
party political machines. None¬ 
theless, the claim reflects what 
bad bean a growing self-confi¬ 
dence within toe Congress. A 
year ago the party would have 
been ridiculed it It had dared 
to make it 

The Congress was returned 
to power to 1991 ae the single 
largest party In parliament, 
but it lacked an absolute 
majority. In the election, it 
gathered only a handful of 
seats to the Hindi-speaking 
north - once the stronghold of 
its power - and the bulk of its 
new parliamentary member¬ 
ship came from the south and 
west 

With the assassination of Mr 
Rajiv Gandhi .during toe elec¬ 


tion campaign - and thus the 
end of the Nehru family’s long 
domination of Indian politics 
- Congress looked a rudder¬ 
less ship. Mr Naraelmha Rao, 
71, was a compromise choice to 
head the party. He seemed to 
have little chance of Imposing 
Us will on it or cm the govern¬ 
ment he formed. 

By contrast, the Hindu Bhar¬ 
atiya Janata Party (BJP), 
which surged to strength to 
the 1989 and 1891 elections on a 
platform of antt-Moelem senti- 


itself on the retreat in most 
areas where elections were 
held. 

There Is tone no longer talk 
of an early general election. 
The government faces a 
stormy passage over both the 
fall-out from the finan¬ 
cial and unrest over 

hi gh prices and a bad mon¬ 
soon. But this parliament 
could still last another two 
years - or even pm its fall 
term. 

The cold cahnilttfon behind 


Mr Rao's husltatlon ovur taking dteMons and 
Ms rvlifctance to fact confrontation* wftii powerful 
lobbies such as the unions end the tamers have, 
If anything, grown since he became prime minister 


meat and populist national 
rejuvenation, seemed rattling 
at the doors of power. It won 
128 seats to the 1991 election 
and also consolidated Its grip 
over state assemblies to the 
north. It is to power in Uttar 
Pradesh, Madhya Pradesh, 
Rajasthan and Himachal Prad¬ 
esh. 

Many political observers 
rtwn g h * ftmt toe wwnhf na tfon 
of a weak Congress and a 
resurgent BJP would result in 
a political instability that 
would force an early genera] 
election. But this month's by- 
elections - *h«"gh only a par¬ 
tial indicator - confirm the 
shift in the landscape that has 

Hi Van Iniri; yanr 

The Congress regained the 
New Delhi constituency that 
lb L.K. Advani, the BJP 
leader, won to toe 1991 election 
and gained a state assembly 
seat to the north, ft lost seats 
to the south - bat nonetheless 
its performance was mnch bet¬ 
ter than toe BJP which found 


this is that no political party 
has an interest to an early elec¬ 
tion. The Congress wants to 
wait unto it has refurbished Its 
image, brought down Inflation 
and until the economic reforms 
have had tone to show what 
are hoped to be their beneficial 
effects. The BJP is equally 
uswiStog to risk a poll at a 
tone when its own popularity 
Is waning and the BJP govern¬ 
ments to toe northern states 
have yet to make an impact 
The Janata Dal and tbs left are 
also too fragmented and too 
disorientated to seek an early 


election. 

This turnaround In Congress 
fortunes has mainly been dne 
to Mr Rao. He declined to bring 
any of the other parties into a 
coalition when he came to 
power - preferring to seek a 
fresh majority to parliament 
on different issues and count¬ 
ing on divisions within the 
opposition to work to his 
advantage. This strategy has 
worked. 

The Janata Dal of Mr V. P. 
Singh, the former prime minis¬ 
ter, has disintegrated over the 
year with some of its factions 
now supporting Congress from 
the outside and soma Joining 
11 With Mr Advani, the BJP 
leader, Mr Rao sought ad hoc 
alliances to pass key reforms 
such as the first budget and 
the earlier measures of trade 
and Industrial deregulation. 
But this cosy working relation¬ 
ship has run Into opposition 
from the rank and file of both 
parties who want a more con¬ 
frontational relationship that 
allows than* to establish their 
different Identities and to mark 
the differences. 

Nonetheless, with the help of 
> y»faf»Hnna and windfalls such 
as the holding of postponed 
elections in Punjab, which 
were boycotted by the Akali 
(Sikh) parties, Mr Rao has a de 
facto majority to parliament, 
The Congress also benefits 


electorally from being per¬ 
ceived as a party with a pro¬ 
gramme. 

Liberalisation has its ene¬ 
mies - both within the party 
and without - but the Con¬ 
gress is now b u i l d in g an image 
as a party of change. In the 
past, dfaPhutamiBBi with Con¬ 
gress as a tired institution 
more preoccupied with patron¬ 
age tbflw policy played a, large 
dement in the erosion of its 
support. ‘ 

y contrast to the mod¬ 
est recovery Congress 
has been making - it 
still remains weak to the north 
- the BJP has allowed its 
advantages to fritter away. It 
did itself much rf»mag » to Jan¬ 
uary by its march on Kashmir. 
An occasion intended to mobi¬ 
lise Hindu opinion behind a 
nationalist c smy ig** to show 
that Kashmir was an Integral 
part of the Indian union, it 
ended up by revealing the vul¬ 
nerability of the Indian state In 
the fa r* of Kashmiri national¬ 
ism, The march also broke the 
myth of the BJP as a success¬ 
ful organiser of mass populist 
movements. 

The failure of the Ka shmir 
march also showed up the divi¬ 
sions within the BJP leader¬ 
ship - a party that has prided 
itself on its discipline and 
unity. Its image received a far¬ 
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ther blow when one of its 
female activists - a«d an MP 
as well - attracted large pub¬ 
licity as a result of an alleged 
affair with a another senior 
party leader. Adding to its 
woes, the younger generation 
in the party has been frus¬ 
trated that they have been 
given no real access to power. 

The paradox in all this is 
that before the financial scan¬ 
dal broke, Mr Rao was not afrte 
to exploit more fully the 
growth in confidence of the 
Congress party and his own 
authority within it As prime 
minister, hia hesitation over 
taking decisions and his reluc¬ 
tance to face confrontations 
with powerful lobbies such as 
the unions and the fanners 
have, if anything, grown. 

He called a meeting of the 
All India Congress Committee 
(AICC) - the party's main 
policymaking forum, which 
meets at only rare intervals - 
at Tirupatl in the south to 
April. The occasion was 
intended to endorse his own 
leadership over the party and 
to give him a freer hand to 
pursuing his reform pro¬ 
gramme. 

But after the conference did 
Just that, Mr Rao seemed to 
stumble and has not recovered 
his footing since. He took elec¬ 
tions to the party's working 
committee - which handles 






Naraelmha Rao, the prime minister: thrown on the de fe n s ive 


day-today management of the 
party - as a challenge to his 
authority. He called on the 10 
elected members - Including 
Mr Shared Pawar, the defence 
minister, and Mr Aijun Singh, 
the natural resources minister, 
to resign. Both refused. 

Mr Rao then took a long time 
to find a compromise to his 
party problems. He also post¬ 
poned a cabinet reshuffle - to 
part needed to replace Mr M. 
Solankl as foreign minister. Mr 
Solanki was forced to resign 
after handing over a letter to 
the Swiss ’authorities request¬ 


ing them to go slow on Investi¬ 
gations into the payments of 
commission by Bofors, the 
Swedish arms manufacturer, to 
win an Indian arms contract 
The opposition alleges Out 
part of Mr Rao’s todedsiveness 
and discomfort since then ta 
that he was more aware of the 
contents of the letter than he 
has let on. It la the resurrec¬ 
tion of the Bofors affair that 
.makes toe government even 
more on the defensive when 
faced with charges that minis¬ 
ters were involved In the Bom¬ 
bay financial scandal. 


View drndien from @>uir side 















T HE SCANDAL that has 
engulfed India's finan¬ 
cial establishment this 
year threatens to stop the 
reform of the country’s finan¬ 
cial markets in its tracks. 

Centring on the Bombay 
interbank market, but spiffing 
over into the stock market, the 
scandal is a typical product of 
careless financial deregulation: 
markets were allowed to 
develop fester than either regu¬ 
lators or market infrastructure 
were able to cope with. 

Mr Harshad Mehta, a young 
broker who won a cult follow¬ 
ing for his aggressive share 
buying over the past year, 
exploited this weakness to the 
fulL 

For months, the financial 
community had been asking 
where Mr Mehta raised the 
money to make his daring 
share purchases. The answer is 
now dear: he and other bro-. 
kers succeeded in drawing 
Rs30bn illicitly out of the inter¬ 
bank market according to the 
Reserve Bank of India. The vic¬ 
tims were hanks which traded 
through Mr Mehta and other 
brokers, among them State 
Bank of India, National Hous¬ 
ing P?nk and Standard Char¬ 
tered. Officials from the first 
two banks are among those 
who have been charged with 
fraud, along with Mr Mehta 
and others. 

The scandal has emanated 
from the market for bankers' 
receipts - the product of a 
uniquely Indian blend of exces¬ 
sive administrative control, 
inadequate regulation and anti¬ 
quated systems. Banks are 
forced to put 30 per cent (until 
April, 38.5 per cent) of their 
deposits into low-yielding gov¬ 
ernment debt. This has pre¬ 
vented the creation of a normal 


The scandal that just had to happen 


interbank market, in which 
banks deposit surplus cash 
with each other. 

In its place has grown a mar¬ 
ket in repurchase agreements 
(or “repos " known in India as 
“ready forwards") - arrange¬ 
ments under which a bank 
sells securities to another bank 
and agrees to buy them back 
up to 90 days later (or vice 
versa). That way, banks can 
raise short-term cash without 
incurring the statutory reserve 
requirements. 

The second peculiarity of the 
Indian financial system is that 
transfers of government securi¬ 
ties are still entered by hand in 
a ledger, maintained by the 
Public Debt Office. Powerful 
unions have held back comput¬ 
erisation, though the Reserve 
Bank of India, the country’s 
central bank, says k hopes to 
have automated the process by 
thissnmmer. 

The delays in delivery of 
stock that result - and the 
cartloads of paper that banks 
have to pass between them¬ 
selves when they buy or seD 
securities - have prompted 
banks to Issue receipts to each 
other, promising to hand over 
securities at a later date. When 
repurchase agreements are 
unwound, the receipts can sim¬ 
ply be torn up. 

The system is ripe for abuse. 
Banks (or brokers acting in 
their name) have often created 
receipts not backed by any 
securities holdings. Some 
hanks knowingly lept their 
names to such deals to allow 
brokers to raise cash. 

At the same time, banks' 





The financial system is ripe for abuse, writes Richard Waters, in recent 
weeks, the stock market bubble has burst after a share 
purchase scandal that centred on the Bombay interbank market 

still a heady level. With the 
Senses standing at around 
3D00, the price/earnings ratio 
of Indian companies averages 
just over 30. 

- By almost any standards, the 
p/e still looks high And even 
then, there is widespread dis¬ 
belief in many of the numbers 
being reported by listed compa¬ 
nies. Share ramping (against 
/ the by-laws of only some of 
India’s exchanges) and insider 
dealing (still not an offence) 
are pablicly acknowledged to 
be rife. 

' The fmantrial that . 

has cqme to light in recent _ 

weeks has given a new impetus Harshad Mehta: stock 

The rush to sell on the Bombay Stock Exchange .. to the overhaul of financial charged with fraud 
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controls over the issuing of 
receipts have in some cases 
been appallingly lax: they have 
been issued (and accepted) in 
photocopy form, with no serial 
number, and in some cases 
begri ttg only the signature of a 
junior "bank officiaL 
The Reserve Bank knew of 
problems similar to these, 
though on a smaller scale, a 
year ago, and tried to pul the 
lid firmly on the market. It 
failed. In early 199 L, the State 
Bank of India, the country's 
largest commercial bank, was 
dealing in the interbank mar¬ 
ket at a rate of around RslObn 
(£500m) a month. By this 
March, that had shot up to 
Rs67bn. With little external 
regulation or Internal control, 
hank officials and brokers col¬ 


luded to suck as much as 
Rs30.8bn out of this over¬ 
charged market, according to 
the Reserve Bank. 

Much’of the extra bank, 
credit that was created in the 
process is -thought to have 
been drawn Into the stock mar¬ 
ket, helping to drive the Bom¬ 
bay Stock Exchange's Sensitive 
Index (Sensex) up from just 
over LQ00 early last year to a 
peak of <L500 In. April before 
the scandal broke. 

Share prices lost touch with 
reality. The average price/earn¬ 
ings ratio of the market peaked 
at 57 at the end of ApriL 

Most observers of the market 
riaim to be glad that the s tock 
market bubble has burst - but 
they do not want to see share 
prices fell further from what is 


Harshad Media: stockbroker 
charged with fraud 

is putting pressure on the 
country’s stock exchanges to 
regulate their markets better. 
Accordi ng to Mr G. V. Rarnak- 
ristrna, SEBI president, inves¬ 
tors often receive no contract 
note for their deals and so 
often do not know on what day 
their brokers have dealt or at 
precisely what price. There are 
sometimes long delays in deliv¬ 
ery of shares or cash. 

SEBI is also looking over the 
exchanges' shoulders as they 
open up their markets to cor¬ 
porate broking firms for the 
first time, due within the next 
month. Arthur Andersen, the 
accounting firm, has been 
hired by the Bombay Stock 
Exchange to advise on capital 
adequacy rales for brokers, to 
replace the nnlimBai liability 


currently imposed on partner¬ 
ships and sole traders. 

The supervision of markets 
anrf the regulation of brokers 
is being left largely to the 
exchanges — with SEBI 
brea thing down their necks. 
“They know that if they don’t 
do it, well get it done," says 
Mr Ramakrishna. 

• Banking supervision. Discus¬ 
sions are under way about the 
creation of a new board of 
banking supervision indepen¬ 
dent of the Reserve Bank - a 
r ec o mmendatio n contained in 
a official report on the finan¬ 
cial system at the end of last 
year by Mr M. Narasimham. a 
former central bank governor. 

At the same time, the 
Reserve Bank’s own relation¬ 
ship with the commercial 
banking system has come 
under scrutiny. It directly 
owns two hanks at the centre 
of the scandal in the securities 
markets, the State Bank of 
Ind ia and the National Hous¬ 
ing Bank. Mr R. Janakiraman, 
its deputy governor - the man 
charged with investigating the 
fraud - is himself a member of 
the State Bank’s board. 

Mr Vo nlritaraTnflnfln denies 

that the Reserve Bank has any 
responsibility for the way 
these hanks have been run - 
but he admits the position 
makes him uncomfortable. 
“There should be separation of 
ownership and regulation," he 
says. 

While attention is currently 
focused on an overhaul of 
financial regulation, the pro¬ 
gressive deregulation of India's 
capital markets has been con¬ 


tinuing apace. 

in recent weeks nK ^® ate . r® 
and pace in win* 

things are moving- 

The first was the abolition 
last month of the post tf Con¬ 
troller of 

official whose job it haxl been 
Stipulate the pnceat which 
shares could he offered 
public and the 
that companies could pay on 
their debentures. 

This had given nse to the 
lottery in which 
lucky enough to be aU ®***| 
shares at par m a new issue 
were assured of 
profit once secondary trading 
started. Now. issues are expec¬ 
ted to be priced at closer to 
their likely market pnc*- 

The second step has bee n t he 
move to free up the cnunfry*s 
government debt market, wffh 
the Reserve Bank for the first 
time inviting tenders for 
short-tenn bills. Interest rates 
on long-term government debt 
could also soon be set by the 
market, says Mr Venkitarama- 
nan - if wholesale price infla¬ 
tion fells from its current level 
of HA per cent, and the coun¬ 
try’s fiscal deficit fells towards 
5 per cent These are two very 
big “ifs", but at least interest 
rates have been moved steadily 
upwards in recent months to 
something more like a true 
market level. . . 

These and other liberalising 
moves are now too far 
advanced for India to turn 
back to its old ways, reformers 
Maim - adding that the securi¬ 
ties scandal should not be 
allowed to prevent further 
development “I don’t think we 
should restrict capital market 
activity." says Mr Venkita- 
ramanan. “But the regulatory 
structures have to catch up." 


O VER THE past 10 
years, newspapers and 
magazines in India 
bave given enormous publicity 
to what has been called the 
“middle class boom". But 
Marg, India’s largest market 
research organisation, believes 
that the real boom in con¬ 
sumer spending will spring 
from the rural areas. 

“Here are the really big 
numbers and the big bads for 
companies," says Hr Titoo 
Ahluwalia, the rhafrman of 
Marg. Be says that once the 
problems of distribution and 
communication have been 
solved, rising household 
incomes and product brand 
awareness will produce a 
“duster of booms" in different 
parts of rural India. 


David Housego on market research into consumer spending 

Where the big numbers are 


India has a population of 
850m and In the past con¬ 
sumer spending was concen¬ 
trated in the urban areas. But 
Marg is not alone in finding 
soaring demand from rural 
and semi-rural areas. Deter¬ 
gent producers like Hindustan 
Lever and biscuit marnifa rtnr- 
ers such Os Britannia are 
experiencing far st ron ger sales 
gro w t h outside Urban Tmila 

Mr Ahluwalia believes the 
strong growth in sales will 
occur in products such as agri¬ 


cultural inputs (implements, 
fertilisers, pesticides), soft 
products (soaps, toothpaste 
and detergents), consumer 
dm raUaa (audios, kitchen gad¬ 
gets, refrigerators, two wheel¬ 
ers) «nd pharmaceuticals. Of 
over-the-counter medicines, he 
says: “Our studies repeatedly 
show big numbers in this sec¬ 
tor." 

Part of the growth steins 
from villagers abandoning tra¬ 
ditional herbal medicines. 
Rural -incomes have grown 


substantially in the past few 
years because of four good 
monsoons, debt relief mea¬ 
sures for farmers and increas¬ 
ing government procurement 
prices. This year - depending 
on bow widespread or bad the 
drought is - the growth will 
slow down or could fell. But 
over the longer period, sub¬ 
stantial increases in agricul¬ 
tural productivity together 
with brand awareness should 
further boost both incomes 
and consumer spending. 


Marg sees the rapid penetra¬ 
tion of television into the rural 
areas as being the major factor 
behind greater product aware¬ 
ness. Mr Ahluwalia cates a per¬ 
sonal anecdote of a village in 
Goa of 87 households. Two 
years ago there were only two 
TV sets. Now there are 17. 
“Young kids are asking about 
brands and products", he says. 
“That is where the Mg boom is 
going to come from." 

Market research presents 
unusual problems in a country 


of India’s size and diversity. A 
typical project involves inter¬ 
viewing In four languages and 
a nationwide survey would 
require 18 languages. Marg, 
which does public opinion 
polling as well as market sur¬ 
veys, blew its own trumpet 
loudly when it forecast cor¬ 
rectly the number of seats that 
Congress would win in the last 
general election. 

For market research pur¬ 
poses Marg classifies “middle 
class” in fadfa on different cri¬ 
teria from those used else¬ 
where. On a conventional 
western definition of “middle 
class" as a household with a 
car, buying a house on a mort¬ 
gage. and faking a holiday by 
the sea, the Indian middle 
class is tiny. But on the basis 


Estimated number of 

uaevs/buyera 

of branded products 

Toilet soap..540-580m 

Tooth pasted powder 26Q-290m 
Purchases a year 

Cars.. 200,000 

Scooters, motor-cydee ...2-3m 

Bicycles.. 7-8m 

TV sets-4-Sm 

_ Source: Marg 

of the segment of the popula¬ 
tion that purchases branded 
fast-moving consumer goods, 
it is very large. 

Marg warns that the Indian 
market has pitfalls of which 
the foreign investor is not 
immediately aware. General 
Foods discovered this In the 
mid-1980s when it launched 


Tang as a breakfast drink. It 
felled in India where milk is 
traditionally drank in the 
early morning and people do 
not like miring citrus with it. 

Indians equally have shown 
no interests in deodorants. 
They bathe once a day, and, 
says Marg, do not believe that 
“natural fluids should be sup¬ 
pressed." Mr Ahluwalia 
believes that British compa¬ 
nies are falling to exploit Brit¬ 
ish brand names which are 
deeply embedded in the past of 
rand India. “British compa¬ 
nies are sitting on same pretty 
powerful properties which 
they are being sluggish to 
exploit.” He says that British 
companies have shown a sur¬ 
prising lack of interest in 
exploring the Indian market 
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CONNECTION WITH INDIA 

Through 2324 domestic and 
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correspondents. Bank of India offers 
comprehensive banking services 
including International Banking, 
Merchant Banking, Venture Capital. 
All this, backed by over 86 years cf 
experience. 

Important foreign branches:- 

London, New York, Tokyo, 
Hongkong, Singapore, Paris, Nairobi, 
Cayman Islands , Jersey (Channel 
Islands), San Francisco (Agencyj. 
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Bank of India 

The Bank that cares... 

Head Office: Express Towers. 
Nariman Point, Bombay 400 DJI. (INDIA). 
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Every one of the thousands of knots 
that go to make a fine Indian carpet is 
reaffirmation of love, care and 
generations of tradition. 
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Issued in the interest of the 
Indian carpet Industry by: 


CARPETS 

FROM INDIA 

A labour of love... at your feet 



Carpet Export Promotion Co uncil, 
B-2/21; Shopping Complex, 
Safdarjung Enclave, 

New Delhi -110029 
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■ the '-Ions: ’ process of 
reviving India's - dilapidated 
commercial '- banks. But 
whether the country’s politi¬ 
cians and banking authorities 
have .the nerve to take -the 
bolder moves that wlQ be nec¬ 
essary to complete the job has 
yet to become dear. 

The problems engulfing the 
coramerdai .banks stem from 
the way the country’s credit 
system has been used as an 
instrument of government pol¬ 
icy over the past two decades. 
Around two-thirds of all lend¬ 
ing by banks is In effect 
directed by the state. 

Three problems have 
resulted. The first is that 
banks have been forced to 
accept large blocks of low- 
yielding assets. To finance 
India's fiscal deficit, 30 per cent 


Bold moves, including recapitalisation, are necessary, writes Richard Waters 

Bank reform may be a slow process 


S. Venkitaramanan. governor 
of the Reserve Bank of India. 
But the Bank is still some way 
off allowing the yield on gov¬ 
ernment debt to find its own 
level in the market 

Banks have also made sub¬ 
stantial subsidised loans to 
meet the social policy objec¬ 
tives of attending credit into 
rural areas and to support 
smaller companies. By govern¬ 
ment fiat. 40 per cent of their 
"free" deposits (those not ear¬ 
marked for government debt or 
the cash reserve) must go this 
way. 

These subsidies will not dis¬ 


Banks have been forced to charge a huge margin 
to those who do not benefit from subsidies. Not 
surprisingly, that has prompted better-quality 
. borrowers to bypass the system altogether 


of bank deposits must be 
invested in government debt 
(known as the statutory liquid¬ 
ity ratio); A further is per cent 
is held In deposits with the 
central bank. 

Some headway has been 
madp in reducing this burden 
on banks. The statutory 
reserve ratio feO from gad per 
cent in April, ami the interest 
rate paid cm g o v er nment debt 
was eased by three-quarters of 
a perce n tage point to 12 per 
cent 

“The tax an credit has come 
down substantially” says Mr 


T HE LORE of wide lend¬ 
ing m a rgi n* anti a fast 
liberalising economy 
make the eyes of foreign bank¬ 
ers glint To hear them talk, 
India is likely to offer some of 
the best banking opportunities 
around in the wuitfng 
and foreign banks have a good 
chance of profiting. 

Compared with their domes¬ 
tic rivals, foreign banks have a 
number of advantages. They 
are not weighed down by file 
requirement to place a fixed 
proportion of their deposits in 
government debt - though 
they do have to set aside a 
certain amount (currently Id 
per cent of deposits) for Land¬ 
ing to priority sectors. 

Their relative freedom 
means that they can devote 
more of their resources to 
commercial lending, where 


appear. “In all developing 
countries, there is some ele¬ 
ment of subsidised lending," 
says Mr Venkitaramanan. 
However, the level of subsidy 
should come down, and it 
s hould be marie more transpar¬ 
ent, he says. 

The low return on many of 
their assets has forced banks 
to charge a huge margin (cur¬ 
rently at around 6 per cent) to 
the small proportion of their 
customers who do not benefit 
from these subsidies. Not sur¬ 
prisingly, that has begun to 
prompt better-quality borrow¬ 


ers to bypass the hanking sys¬ 
tem altogether: a commercial 
paper market, currently with 
around Rs5bn of paper out¬ 
standing. has begun to 
develop. 

With a ceiling on bank 
deposit rates of 13 per cent, 
depositors have also begun to 
turn away from the banking 
system towards mutual funds 
which offer higher returns. 
The extent of disintermedia¬ 
tion remains minimal, but 
most bankers expect it to pick 
up in the future. 

The banks' second problem 
is the huge volume of bad or 
doubffhl debts they have been 
forced to shoulder. Establish¬ 
ing quotas for lending to prior¬ 
ity customers has inevitably 
undermined the credit-assess¬ 
ment process inside banks. 

“The input of credit was nec¬ 
essary,” says Mr G S Dahotre, 
r»hflhrr»v»» of the Bank of India. 
“But whether it was done on 
sound principles Is another 
matter.” 

The effect has been to erode 
the capital base of the banks - 
though since they are not 
required to disclose their non- 
performing loans, or the level 
of provisions they have made, 
it remains impossible to assess 
their true financial condition. 
Two years ago, the World Bank 
suggested that Indian banks 
should aim, “as a first step", 
for a ratio of capital to assets 
of 2 per cent However, the 
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The main branch In Madras of the State Bank of India 


Reserve Bank claims that the 
position is not as bed as this 
suggests - partly because 
revaluations of some of their 
assets would bolster reserves. 

“We may be at 4 to !5 per 
cent on a fully adjusted basis,” 
says Mr V nnkifaiTamfliiaTi. 

Whatever the true picture, it 


is cJfcflr that a recapitalisation 
of the banking system will be 
needed, in a report published 
at the end of last year, Mr M. 
Na raafanham, a former central 
bank governor, suggested the 
creation of a new fund to take 
over part of the banks' bad 
debts, and the provision of sub¬ 


ordinated loans by the govern¬ 
ment. Stronger banks should 
raise capital from the public, 
Mr Naraslmham said. 

The Reserve Bank has talked 
of setting up a new hank to 
take over lending to the agri¬ 
cultural sector, and agrees 
with the need to clear banks of 




Ashtoy AshwDod 


some of their bad loans. “We 
may need an asset reconstruc¬ 
tion fund,” says Mr Venkita- 
ramanan, drawing a parallel 
with the Resolution Trust 
Corporation in the US, the 
agency which has taken over 
the assets of savings and 
loans Institutions. 


‘Economic reform has gained such a momentum you cannot turn it back’ 

Foreign banks ready to seize opportunities 


margins are around fi par cent 
Nor do foreign banks face 
some of the other hardens of 
domestic banks: the lack of 
computerisation or militant 
wnfrma, for instance. The need 
to get specific approval from 
file authorities every time they 
want to open a branch is not 
seen by most as a severe 
restriction on business. 

Confidence in economic 
reform lies behind the current 
enthusiasm of most foreign 
bankers. “It has already 
gained such a momentum, you 
cannot turn It back,” says Mr 


Hlnrli-h frese, chief executive 
of Deutsche Bank in India. 
“There is only one way, which 
is forward, towards further 
liberalisation.” 

T.lkn many fn mlgn fhianriPT K 
in the country, he talks enthu¬ 
siastically about the long-term 
prospects. “Manufacturers 
make a mistake to disregard 
India." Several Goman com¬ 
panies have begun operations 
in India, including Hoescht, 
Bayer and Siemens. So far, 
Deutsche is the only German 
bank to have set up operations 
to follow them. 


The failure of Indian banks 
to provide modern banking 
services for their customers 
(most have only a handful of 
computerised branches In met¬ 
ropolitan centres) has opened 
np another opportunity for 
foreign banks. Most bankers 
say there is a strong demand 
for better services. “What the 
customer gets in Pakistan or 
the Gulf, he expects here," 
says Mr Frese. 

The potential market Is vast 
There are fewer than lm credit 
cards in issue in t«hi« Con¬ 
sumer finance hardly exists. 




“The only question is, who 
gets into the business first,” 
says Mr Vikram Talwar, 
senior vice president in charge 
Of Bank of America's Tndlan 
operations. 

Bo A, along with Citibank 
and others, ays it is making 
substantial efforts to gain a 
foothold in the market “This 
is the only country outside the 
US where we are making a 
major investment in retail 
business,” says Mr Talwar. 

The bank plans to launch 
itself on the market with the 
full paraphernalia of modern 
retail banking - automated 
teller machines, home bank¬ 
ing, credit cards and qpngmtter- 
loans. Technology is; going to 
be the key,” says Mr Talwar. 

The general mood of opti¬ 


mism, however, has been 
badly doted by the securities 
scandal that ha* shaken India 
in recent weeks. The fraud 
erupted in the market in 
which hank* trade g emriHpq 
between themselves - a mar¬ 
ket which has been developed 
by the aggress i ve trading of a 
handful of foreign banks in 
the past decade. 

A t least two of them - 
Standard Chartered and 
ANZ Grindlays - have 
been badly stung. Both have 
had to move funds iwtn Hip 
co un tr y to bolster the liquidity 
of their operations as a result 
- Standard Chartered Jigs 
launched criminal actions to. 
try to recover Rs9.04bn 
(£162m) from brokets and eth¬ 


os who it claims defrauded it 
through the market Accord¬ 
ing to the Reserve Bank of 
India, Standard paid out 
Rs3bn without receiving any 
securities. It is also holding 
securities with a face value of 
Rs7JRm Issued by two small 
banks, neither of which has 
sufficient assets to pay it 

ANZ Grindlays managed to 
avoid direct loss in the inter¬ 
bank securities market, but 
has been tripped up by the 
fraud in a different way. It 
received cheques totalling 
Rs4bn from the National Hous¬ 
ing Bank and paid the money 
into the account of Mr Har- 
shsd Mehta,'-thebroker at the 
centre of the scandal. 

NHB says it never 7 received 
any securities for the pay- 


As yet, though. It has given 
no clue as to how existing com¬ 
mercial banks could be recapi¬ 
talised. The possibility of pri¬ 
vatisation has provoked a 
backlash from militant bank 
unions, prompting the govern¬ 
ment to rule it out for now. 

The third problem for banks 
is the administrative and polit¬ 
ical straitjacket In which they 
have been held. Virtually every 
aspect of their operations Is 
centrally directed, and manag¬ 
ers are given little freedom to 
manoeuvre. That has created a 
bureaucratic culture, and a 
. lack of attention to credit qual¬ 
ity or service. 

I t has also left hanks sad¬ 
dled with large unprofita¬ 
ble branch networks and 
hefty cost bases. When it was 
nationalised in 1956, the State 
Bank of India (then called the 
Imperial Bank of India) had 414 
branches. It now has 8,500, a 
reflection of government policy 
of extending bank branches 
into rural areas. Very few of 
these branches are computer¬ 
ised - a product in part of 
union opposition which has 
prevented the automation of 
the h ankin g system. State 
Rank- has at least been able to 
automate its central general 
ledger, which is more than can 
be said for others, including 
Bank of India. 

The problem for banks is 
how to bring down costs and 
Improve service, while at the 
same time continuing to work 
within this straitjacket. The 
power of the unions, and the 
political need to maintain 
extensive branch networks, 
suggest that any progress will 
be slow. 


ments, and that ANZ had no 
right to put the money into Mr 
Mehta's account (the cheques 
had been made out in ANZ*s 
name). Mr Mehta and mem¬ 
bers of his family have since 
been charged with fraud, 
while ANZ has been ordered to 
repay the Rs4bn to the NHB. 

The fell-out from the securi¬ 
ties era mini trinHn & serf- 

ous dent in (he reputations of 
both ANZ and Standard Char¬ 
tered in India. It has also 
made more dear to all foreign 
banks the risks of operating In 
the country. 

This Is a malftractlmiing of 
the industry - not Just of cer¬ 
tain participants in the mar¬ 
ket,” says Mr Frese of Deut¬ 
sche R ank. The German bank’s 
own financial services subsid¬ 
iary has also been hit by losses 
in the interbank market, he 
says. Until the market is put 
on a safer footing, it will 
remain a precarious place to 
do business. 


Richard Waters 


All of these Securities hove been sold. This announcement appears as a mother of record only. 
The GDRs, the GDSs and the Shares have not been registered under the U.S. Securities 
Act of 19S3 and, subject to certain exceptions, may not be offered or sold within the United 
States. The GDRs, the GDSs and the Shares are subject to certain restrictions on transfer 
including restrictions on transfers to Indian Residents and Non-Resident Indians. 
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If you are a Non-Resident Indian in the UJC, you can 
vest today at die excellent rate of 14.17%* and enjoy 
gorous growth for 3 years. 

As part of the Foreign Currency Non-Restdera (FCNR) 
■ogramme in India, the initial minimum deposit is £5,000. 
ae investment term may be 6,12. 24 or a maximum of 36 
onths - as you wish. 

Personal and convenient services 
American Express Bank Ltd., India, has the reputation 
id expertise to match the quality of this opportunity. We 
ovide a convenient and personal service from an Account 
anager who will liaise with you from our dedicated NRI 
tv ice Centre in London. Your Account Manager will be 
>le to assist you by phone and post and you can rely on 
■ompt individual attention throughout your investment 
mo. 

You are entitled to take advantage of this rewarding 
>poftuniry if you are: 

An Indian national or non-resident foreign national of 
dian origin. 

The spouse of an Indian citizen. 

If your parents and/or grandparents were residents of 
idivided India. 

If you qualify, return the Request Form below to our 
IEEPOST address for an information, pack. 

Alternatively, call Marina Kapoor free of charge 

0800 224 225- Monday to Friday: 9 am to 5 p*n. 


NM Sen xt Cctnc. Aacnrai Eipres BankUd. 60 BfctttuhMi Pabce food. Uadop SVIT0RL'. 
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the way it coots k k b sharma on the prospects of Haryana, the north's only Congress-ruled state 


great-tasting 
healthful food 
46% faster than a 
microwave oven 


An all-round advantage 



MWHPSR/IUMilHHCKCT’KGXUVCDOKEX 
wum BV TUB DEBCN STOBB Of THE 
MUSEUM or HODBKN AW. NHWTOW. 

On average, a Hawkins Putina 
pressure cooker cooks 46% faster 
than a microwave oven. Cooidng 
with moist heat in a sealed pot 
evokes irresistible Savors from 
choice Ingredients. Proteins and 
vitamins better retained. Low fax, 
low cholesterol diets steamed to 
perfection. 

Thousands have written to say 
how much they love the Future, its 
quick and easy cooking of great¬ 
tasting food, its safe design. Many 
exclaim: "Your product works 
exactly as you say it wilir Hawkins 
has sold over 13 million pressure 
cookers. Future is Underwriters 
Laboratories, Inc listed and 
virtually goof-proof 
Furuxa has the hard-anodized, 
harder-than ■steel non tarnish, siick- 
resistani Satilon finish which stays 
looking new. Fuel-efficient base 
is quarter-Inch thick. Automatic 
pressure regulation. Stay-cool 
handles. Two capacities: 5 litre 
and 7 litre. 

All Inclusive price for air pared 
post del (very arty where in the world: 
US$80 for 5 litre and US$100 for 7 
litre. Prepayment required by bank 
draft in favour of Hawkins Cookers 
Ltd. payable at Bombay India. 

Trade enquiries also welcome. 
Write to Chairman, Hawkins 
Cookers Ltd. P. O- Boot 16083 
Bombay 400 005 India. 9 
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Doing Business in India 

FOX & GIBBONS, 
SOLICITORS 

2 Old Burlington Street, 
London W1X2QA 
Teb 071-439 8271 
Fax; 071-734 8843 
Contact: Christopher Dixon 
Paul Sheridan 

Other offices: Dubai, Abu Dtabi, 
Fujairah, Cairo, Mmcat, Gibraltar ' 


T HE ONLY Congress-ruled state in 
the northern Indian Hindi-speak¬ 
ing belt, Haryana has ambitious 
plans for economic development. Mr 
Bhajan Lai, its controversial chief min¬ 
ister, won the state a year ago when Mr 
Devi Lai, the former deputy prime min¬ 
ister, and his party, the Janata Dai, 
were trounced. 

Because of the Congress victory in 
Haryana, while the party was routed all 
over northern India, the state’s offi ci al s 
expect preferential treatment for its 
economic development plans. These are 
no longer confined to agricultural 
growth, although it Is readily conceded 
rtiaf Ha ryana is primarily an agrarian 
state where food grain production has 
made rapid strides. 

Haryana contributes to the national 
food grain stocks far more than larger 
states because it was one of the states 
where the green revolution succeeded. 
But Haryana has ambitions to be an 
industrial state as well. 

Earlier this year, Mr Bhajan Lai 
released a statement on its industrial 
policy which laid great emphasis on 
industrialisation as employment in agri¬ 
culture had reached saturation point. 

Haryana encircles the union territory 
of Delhi and Mr Lai thinks that this is 
the state's biggest advantage in its 
drive towards industrialisation. Indeed, 
one of the objectives of the statement 
on industrial policy Is to exploit the 
state's "strategic advantage" of proxim¬ 
ity to New Delhi, which officials believe 
to be the gateway to foreign markets. 


For this reason that the state aims to 
attract export-oriented, high-tech and 
electronics industries. Indeed, Hary¬ 
ana's industrial belt is like a noose 
round the capital Most of the major 
Industries are located in towns on New 
Delhi’s border, such as Faridabad and 
Gurgaon, or a short distance away. 

This has already created problems of 
o v ercrowding and pollution, which the 
state’s nfflriafa do not accept th o ug h , 
even in a small state like Haryana, 
there are schemes for “balanced 
regional development”. These give 
incentives to companies to start indus¬ 
tries in districts that have none. The 
"so-called” backward areas of Haryana 
provide incentives such as a capital 
investment subsidy worth 15 per cent of 
the total, subject tO a nresrlmnni of 
RsL5m, but so far there have been no 
takers. 

Industries are still drawn to areas 
lying in Delhi’s periphery even though 
land prices are high and congestion Is 
creating problems such as electricity 
shortages and transport bottlenecks. 
What are known as "pioneer” units win 
get subsidies if they come, varying from 
Rs5m to RsL5m and depending on size. 
To encourage them to go to "backward” 
areas, these units win qualify for addi¬ 
tional subsidies. These are available for 
agro-based and food processing indus¬ 
tries at the attractive rate of 25 per cent 
of investment in fixed assets (subject to 
a maximum of Rs3m>. Similar subsidies 
are available for electronics units. 

Officials say they have received many 


inquiries but it is stQl too early for 
investment decisions. Haryana has sev¬ 
eral industrial estates where small and 
"tiny” units do a thriving business, 
although the driving force is the Hary¬ 
ana State Industrial Development Cor¬ 
poration, which plans to start five new 
estates in addition to smalt village ones 
to provide self-employment opportuni¬ 
ties for the state's educated youth. 

The corporation has already arranged 
foreign collaboration, including a halo¬ 
gen auto-lamp, project with South 
Korea, a disposal syringe project with 
technology foam Britain and an auto¬ 
mobile radiator project with Harman 
help. The state’s industrial policy, in 
fact, provides special incentives for 
investment by non-resident Indians and 
foreign firms, citing as successful exam¬ 
ples Maruti Udyog, the country’s larg¬ 
est car maker, and Escorts, a big manu¬ 
facturer of tractors and motor cycles. 

Haryana's success in its plans for 
industrialisation do not depend entirely 
on political stability. The state has a 
tradition of political defection (Mr Bha¬ 
jan Lai himself suffer ed through defec¬ 
tions when Congress was in power six 
years ago). New public sector uni ts win 
be limited by India’s economic reforms 
and hoped-for handouts from the cen¬ 
tral government may not materialise. 

To industrialise, Haryana must 
attract private investment and proxim¬ 
ity to Delhi is at present the only 
attraction it offers for this. Much will 
depend on. how successfully it deals 
with providing an adequate infrastruc¬ 


ture for industrialisation. 

Although the state boasts that every 
village has electricity, the claim Is 
belied by erratic supply. Power supply 
cuts sometimes last several days in the 
peak harvest season. Many factories 
have learnt not to depend on the state 
electricity board and have installed 
expensive generating sets. The govern¬ 
ment recognises this and has provided 
sobrieties for them. 

The state’s roads are in an appalling 
state. Corruption is rampant and funds 
for road building are siphoned off by 
politicians, officials and contractors. 
Unfortunately, corruption is a way of 
life in Haryana; anything that is con¬ 
nected with officialdom moves only if it 
involves a bribe. 

Prospects in Haryana are not 
improved by its proximity to Punjab. 
Violence has already spilled across the 
state's banters and investors hesitate to 
start businesses in areas close to Pun¬ 
jab which the government wants to 
develop. Fortunately, Haryana does not 
have a serious communal problem. 

It does, however, have a caste prob¬ 
lem, with a bewildering array of castes 
and sub-castes that have their interests, 
rather than the state’s, uppermost in 
their minds. Caste is all-pervasiv e and 
makfts inroads into politics and official¬ 
dom and is responsible for vendettas 
that are the bane of life in Haryana. 

It is intangibles like tins, as are con¬ 
crete factors like power shortages, that 
Haryana must tackle to be on the road 
to successful economic devdopment- 


A tJTO PENS India is a 
medium-sized company 
in the old part of the 
new industrial township of 
Faridabad. It is doing well 
amid neighbouring giants, 
such as Escorts and Bates, The 
company was launched in 1953 
shortly after the township, 
now in the main industrial belt 
in Haryana, was started to 
rehabilitate refugees from the 
partition of Punjab in 1947. 
Land was cheap and available 
then. However, it has since all 
been snapped up by industries 
anxious to start operations 
near Delhi, 16km away. 

Mr Ravindra Sin g h , finance 
director of Auto Pins India, 
says he does not know how 
much the company's two-acre 


A look at Faridabad, a leading industrial township 

The belt feels the strain 


was bought for but admits: “It 
was dirt cheap. Land was avail¬ 
able in abundance then.” 

The township has grown 
enormously since the early 
1950s. ft now has a population 
of more than 700,000, with 9,000 
small and large factories 
spread over its 4,050 acres. The 
factories employ over 120,000 
people but many more find 
jobs in related occupations as 
the township has grown in all 
directions. 

lake Auto Pins Tnrita, which 


makes leaf springs for truck 
mflnn fa ctnrur 8 such as Ashok 
Leyland and Telco, most are 
doing well despite problems 
they face in common. Shortage 
of space to expand is just one 
of them - the main highway 
from New Delhi is built up on 
both sides by large and small 
factories, all anxious to find a 
slot near Delhi. Many more are 
in Faridabad itself which is 
now a duster of tall, billowing 
chimneys. That is why Auto 
Pins India is unable to expand. 


MAJOR INTERNATIONAL CONFERENCE 


February 12-13,1993 Taj Palace Inter co ntinent al Hotel NEW DEHLI 

A prestigious event for multinationals, lawyers, banks and financial institutions 
on tfw practical aspects and legal problems of frads between India and the EC 

Important topics by both European and Indian speakers include: 

•Opportunities and prospects •Environmental effects on trade 


•Opportunities and prospects 
for trade with India 

•Practical Rlistrathn of successful. 
inward investment 

impact of Indian laws on foreign trade 


•Contractual relations with the 
Indian Government 

•Banking aid capital market law 
•Disputes settlement 


Various social occasions will allow participants to moet with each other 
ami with the Internationa! panel 
To receive a fufl programme, can Sarah Avian 
on +44 071-637 4383 or fax+44 071-631 3214 iM 
at IBC Legal Studies and Services Limited VjjJ 


Although its two-acre site is 
sufficient for its present 
operations — including making 
anti-roll bars in collaboration 
with Krupp Bruninghaus of 
Germany - its management 
feels that it will have to go 
elsewhere if the company 
expands. 

The company employs 400 
workers and with a turnover of 
RsllSm, it is doing welL There 
are many others like Auto Pins 
India and all of them bemoan 
the shortage of electricity. Far- 
idabad’s two thermal generat¬ 
ing plants lie almost across the 
road to Auto Pins India and 
they lack the capacity to pro¬ 
vide power to all of Faridabad’s 
factories. 

“We had to install a captive 
generating set than runs on 
dieseL It Is expensive to run 
but It has to be switched on 
whenever we have power 
cuts,” says Mr Singh. 

Power cuts are common and 
nearly all companies in Farida- 
bad have captive generators to 
allow uninterrupted 
operations. The local authori¬ 
ties have plans to improve gen¬ 
eration but the existing plants 
are now old and need replace¬ 
ment themselves, so power 
shortages will remain indefi¬ 
nitely. All complain that Fari¬ 
dabad is luring production, or 
production costs are high, 
because of the lack of cheap 
electricity. 

There will be no early easing 
of the shortage although Fari¬ 
dabad is slated to have a gas- 
based station (at present in the 


planning stage). Labour prob¬ 
lems also sometimes affect 
work in Auto Pins India, often 
because outside unions inter¬ 
fere; it has no problems with 
its own workers’ union. Wage 
demands are the main reason 
even though Auto Pins India 
pays an average of RsLSQQ a 
month, which is good by 

Indian s tandar ds. But OUtsidfi 

unions of transport operators 
are a major haadanhe . 

The Faridabad-Bali ab garh 
industrial belt Is one of the 
country's biggest, with a com¬ 
bined turnover of Rs48bn. 
Large and medium companies 
producing goods ranging from 
needles to giant earth movers 
and smaller companies acting 
as an refflarifi s. ft provides Hary¬ 
ana with its main industrial 
centre (the other being the 
Ambala region). 

The other major problem is 
housing. Faridabad was never 
meant to be its present size. A 
satellite town for Delhi, to 
which a large part of its popu¬ 
lation commutes by bus mid 
train every day. its growth has 
been haphazard and its present 
congestion has deprived it of 
its planned township look. 
Inevitably, pollution is a prob¬ 
lem. Residential sectors across 
the main highway are now a 
coveted area while land prices 
have risen in the past few 
years owing to lade of space. 

Despite the Haryana govern¬ 
ment’s industrial policy for 
Faridabad, the township’s resi¬ 
dents feel neglected and say 
that the authorities have foiled 
adequately to cater for its need 
for amenities. In any case, Far¬ 
idabad has grown almost as 
much as it can and further 
Industrialisation will have to 
be in areas surrounding it 

K. K. Sharma 












come 


% 


u* 


- - % t.-w 




% -♦ 




Food for thought, definitely. BPL is a case in point . 
A xoas British technology that gave shape to the 
company, in 1963. Today BPL is back, ca ptiv a ti ng 
Britons vrith the elegance and engineering of their 
Colour Televisions. 74JXX)ofthem sold, in less than 
a year. 

ft's tins rare passion for quality that's made BPL 
a $ 300-mdtion company. With a product range 
spanning Computers, Communication, 
Components. Instrumentation (Industrial, 
Mediad, Measurement), Office Automation, 
Consumer Electronics and Home Appliances. 

Traditions . Transformations. They make an 
interesting subject, don't they? 


B4 PURSUIT OF PERFECTION 

For more jebrib, contact 
Vice President - Corporate Communications 
. BPL Group 

'Dynamic House,'Si, Church Street 
Bangalore 560 001, INDIA. 

Phone:557787. Fax:91-512-586971. 


PRESS MAN 


We are a P wfe8 * onafl JJ”^^ 

tondaf advertising, pd&fic retafcow. rea i estate, 

services; hotels, travel and 

plantations etc. We haw astrongnatiorwiJJP, MadraSi Bagalore. 

es^Bshad operawra tnBomb^CsJc^t. KBnpur , GtwahaS «d_ 

B «^plai»andwerrepofaedforarnpi«ateap^nw ^ 

taaurprmMVUaethrkiaa. 

A brief description * our activities wffl h*P V™ knowb ®“ ef1 

CORPORATE A FINANCIAL ^ 

We have been fadWa leading financ ial bBOng- 

ffe500 mMofi) as wen as a «n» rw»* 

an Megretad corporate cornmunkatlonai^ptjny®^" ^ D 
of Mlmmnpanto* going kiwmsSonsJ and foreign axwanes 

Mu. 

t essikir and FINANCIAL SERVICES: We run one of Incto 1 * teatwtg 
leasing companies with an uninterrupted dividend record nght »< 
Inception. 

HOTEUTRAVEL & TOURISM: We wmand 

IATA approved Travel to 

buslnaes In a Mg way and aeek *!•+*■ 

look after ttielr internes In fadfa. We alw ■*•& coSaborMlona iw 
exp a nd to g chain at hoUda. 

PLASTICS PROCESSMG: Wb are a 

moulded PVC containers. Barfdea SEE. 5K«2i to? 
wish to (fivenfiy (mo related areas Ske recycJJng of ptotiw. 
packaging eta. Wo welcome offer* from companies end mecWmwy 
nunSmSumn seeking partners tor esJat^ ng^hJ^nw^ 
India. (Offer* tor relocating European plant* In India may also oe 

consi dered). 

PLANTATIONS: Ws propose to set up a large 

plantation tor frutertegetabtoafloivers wtah <ua»-oM»-«r 

btvM* offers tor techrtcal/flnendal coBabarations/TnariMtlng tto-op*- 

EXPOftTS: WWi knowledge and undorstam&Tfl of the T* 

can help source a wide range of traditional and non-tradatonal 
highest quality at the most competitive prices from frxfia. Your enquiries 
are welcome. 

Pfoase wrfai [o 

The Director. PRESSMAN, 1S6, Maker Chambers VI, 14th Floor, Nanman 


LOOKING AT INDIA. LOOK AT I S. 



m ELECTRONICS INDIA *92 

a ASIA'S PREMIER ELECTRONICS & 
TELECOMMUNICATION EXPO 

SEPT.23-29,1992 PJUGA77 NAJDAJf, NEW DELIA 
Electronics tafia *92 - A key forum for the manufacturers, 
exporters, importers * teeftnotogats fa the otoctrorica and ~ 
tetecommuricafiona field from aH over the world far transfer of 
technology, joint codaboratfon, exports and imports. 

In Bectronica Inda *90 over 400 exhfijitore from Irxfia and 15 
countries participated. 96% exhibitors wished for repeat 
participation. 12500 business persons and 1,00,000 general 
puMc visited the Fair. 

And now tafia's fiberafised Import policy and simpfified 
procedures wffi fodttate the participants from abroad to 
promote new ventures to the foCowing sectors of c&sptay: 

• Electronic Components & Materials 
• Consumer Sectrorecs • Computers, Peripherals • Tefeconv 
munfcation & Broadcasting • Date Corranunication • Softwwv 
•Office Automation Equipment • Test & Measuring instiuments 
• Control In s trum e nt a tion & Industrial Bectrorics 
• Medical Bectronfcs • Capital Goods 


Covered AC space US$ 200 per swt 

Covered non-AC space US$ 150 per sqm. 

Ensure your place at 
ELECTRONICS INDIA’92 
BOOK SPACE NOW 

fty further details, ptease contact; ‘ 

Pragati Mridan, New DeH-110 001 
Telex : 031-61311/BI 022 
Cabfey^CXJMEXH Fax : 91-11-3318142 

India Trade Promotion Organisation 
J_1 1 (Former Trade Fair Authority of India & 
Trade Development Authority) 

Organised by: 

V INDIA TRADE PROMOTION ORGAN IS ATT 


• s-l 




. . • 


representations 
FRODUCTION-CUM-BUYBACK 

ANY BUSINESS ACTIVITY WITH INDIA 

orgaiUsation controlled bv t 
CHARTERED^ACCOUNTANTS; EXISTING INTEREST' 

SS’iiS 8 ' plasaal ' property 0nd ^ newom 

Please contact MR BORAD at 

PHONE ++-323 2315761/2265911 
FAX ++ 32 3 2315865 
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Businessmen still say West Bengal is not a safe investment bet 

gets thumbs-down 
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M M WITH INDIA pursuing 
'W^smM mure liberal' eco- 
■ ■ ttomic policies, the 
Marxist government in West 
Bengal can no longer bold New 
Delhi responsible for the lank 

of tnriiiat-rial huww ftwigftt 'lw the 

state. .■■' 

Nor can it took, as it did in 
the past, to federal investment 
to revive its industrial econ¬ 
omy. The . central government 
does not have the funds. 

According to Mr Jyoti Basil, 
chief minister, of West Bengal, 
“earlier, West Bengal was dis¬ 
criminated against. Business¬ 
men were denied licences if the 
investment proposed was for 
West Bengal But the condition 
has now changed with the dis¬ 
pensing of the licensing sys¬ 
tem. We now have to compete - 
with other states to get private 
investment” 

Whatever Mr Basu's view, 
his colleagues in the govern¬ 
ment have yet to make a break 
with the past. In the'Economic 
Review for 1991-92, the state 
government says: “Unless the 
centre invests in new indus¬ 
trial units, the state would be 
deprived of a major industrial 
growth impetus." 

The Bengal Chamber of Cota- 
and Industry, which has 
prepared a package of mea¬ 
sures tor marketing West Run. 
gal among prospective inves¬ 
tors within and outside the 
country, argues that new pri¬ 
vate investment began to taper 
off in the mid-1960s as the state 
placed increasing faith in gov¬ 
ernment investment The real 
value of productive capital in 
the state has been declining by 
0.5 per cent a year since 
1968-69. 

The major part of new 
investment has been claimed 
to rehabilitate old factory 
units. The consensus among 
businessmen is that West Ben¬ 
gal is still not a safe bet for 
investors. 

Mr Basu would admit that 
the infrastructure needs to be 
improved. Per capita availabil¬ 
ity of power in West Bengal is 
much less than the country’s . 
average and industries are sub¬ 
ject to unscheduled power cuts. 

It is understandable that 
power-intensive industries feel 
no Incentive to relocate In 
West BengaL Instead, the Cal¬ 
cutta-based Mittals went to 
Maharashtra and Orissa, where 


power supply is assured, to put 
up three steel plants. 

Other facilities in West Ben¬ 
gal, such as urban infrastruc¬ 
ture, telecommunication and 
transportation, also compare 
unfavourably with the more 
advanced states. Unless these 
drawbacks are removed 
quickly, the state does not 
stand much chance of getting 
fresh investment 

Against this background Mr 
Basu has reason to fear that 
under the new economic dis¬ 


tant that rti» government facili¬ 
tates their takeover and if 
there are no takers for them, 
then their closing down, 
according to the Bengal Cham¬ 
ber. But West Bengal is still 
not ready for the shift of 
labour from sick units to new 
undertakings and from mature 
sectors to the emerging ones. 

Left Front constituents still 
swear by the public sector, but 
Mr Basu, who is more a prag¬ 
matist than a Marxist, knows 
that he needs the private sec- 


The drawbacks of poor urban infrastructure and 
communications ensure that the state does not 
stand much chance of fresh Investment, instead, 
new capital could flow to more developed areas 


pensation. the regional imbal¬ 
ance will grow and new invest¬ 
ment will tend to flow to the 
more developed areas. 

However, it is more than effi¬ 
cient in f ra s tru c ture that inves¬ 
tors will demand. This year, 
the state has seen two major 
strikes - a 72-day stoppage in 
the jute mill industry and a 
strike of twice that length at 
the Bata shoe factory. Such 
long stoppages and acts of 
trade union “hooliganism" put 
the state in bad light 

Mr Basu is now trying to 
solve the problem by treating 
trade union abuses as any 
other law and order problem. 
He has also instructed the 
labour department “to inter¬ 
vene quickly when a strike 
takes place.” While the state 
will have to do a lot of promot¬ 
ional work and convincing 
before new investment starts 
flowing in, the industrialists 
will not be keen to take over 
the ailing units, either. 

According to Mr Gouri 
finHiVn ffhairman of the Dun- 

«»ts group, which will be com¬ 
missioning a Rsl.4bn acrylic 
fibre unit at Haldia in Septem¬ 
ber, “it should not he difficult 
to run a modem plant in West 
Bengal, but I trill not be inter¬ 
ested in taking over a unit for 
the purpose of turning it 
around. There is no way one 
can rationalise labour here.” 

For West Bengal which 
abounds in “sick" industrial 
units - as many as 124 have 
been referred to the Board for 
Industrial and Financial 
Reconstruction — it is impor¬ 


ter badly for the state’s indus¬ 
trial revival 

to spite of the reservations of 
bis party colleagues, he 
allowed Mr Rama Goenka, 
chairman of RPG Enterprises, 
to take over Calcutta Electric 
Supply Corporation, which will 
now be implementing two 
power projects of a total capac¬ 
ity of 1.250MW at Budge Budge 
and Balagarh. 

The state government, which 
is taring serious resource con¬ 
straints, has also decided to 
ask the private sector to imple¬ 
ment the 900MW Sagardighi 
project The state must have 
an additional 210MW capacity 


- a year to cope with the rising 
demand for power. 

The resource constraint is 
also forcing the government to 
invite the private sector to 
manage some of its undertak¬ 
ings. For example, the C. K. 
Birla group is to modernise the 
coke oven plant of Durgapur 
Projects and the Gauripur 
power station, both state units. 
The Birlas will be using the 
coke and power at their pro¬ 
posed steel plant in the state. 

It is only now that the state 
is giving attention to industry, 
so preoccupied has It been with 
the restructuring of the rural 
economy all these years. Is the 
Rs32hn Haldia Petrochemicals 
project, the most ambitious for 
the state, finally about to take 
off? According to Mr Tarun 
Dutt, chairman, “since foreign 
exchange is no longer a prob¬ 
lem, we hope to be able to com¬ 
plete the project in four years.” 

The Ambanis, of the Reli¬ 
ance group, had assured the 
chief minister that they would 
set up a polyester filament 
yarn unit at an investment of 
Rs4bn. However, not many 
other such projects are in the 
pipeline. Whether or not inves¬ 
tors from outside will come to 
West Bengal will depend on Mr 
Basil's ability to make his min¬ 
isters and bureaucrats respon¬ 
sive to the needs of industry. 

Kunaf Bose 


UNIT TRUST OF INDIA 


Monolith faces pressure 


I MAGINE AN investment 
institution which raised 
almost enough new cash 
last year for It to have bought 
np all the new equity Issued 
ou the stock market Its vast 
appetite is fed by a national 
network of 75,009 agents. 
Many of Its customers believe 
its investment returns carry a 
government guarantee. 

The Unit Trust of India’s 
place at the heart of the coun¬ 
try’s investment community Is 
unchallenged.- fur now. But 
this gargantuan group Is 
about to come under pressure 
as India's potentially vast 
mutual fund market Is opened 
up to the private sector. 

UTI has had a purple year, 
even by its own standards. At 
the end of June 1991, it had 
10m account holders. Now, It 
has 20m. It collected a net 
RslObn (£2bn), taking Its 
lands under management (at 
b ook v alue) to Rs31bn. 

UTI both benefited from the 
dizzy rise in Indian share 
prices last year, and fed it As 
prices rose, more Investors 
gave thrfr money to UTI to 
invest - and as UTI received 
more cash, it bought more 
shares, driving prices higher. 
More than half of the new 
money raised by UTI last year 
was aimed at growth (or 
equity) funds - some Rs5dSbn, 

compared with the Rsfibn or so 
of new equity raised on the 


stock market as a whole. 

“We are hungry for equity,” 
says Mr S.A. Dave, UTTs 
genial chairman. Such buying 
pressure has helped to keep 
Indian share prices at price/ 
earnings multiples which seem 
unsustainable by the stan¬ 
dards of many markets, even 
after the sharp decline in the 
past two months. 

Even before this s purt, the 
institutions involved in India’s 
investment markets looked 
monolithic. Alongside the UC 


through a vast network of 
tributaries that spreads across 
India. Besides its 75,000 
agents, the group also piggy¬ 
backs on other national distri¬ 
bution, networks. such as those 
of fertiliser companies. Units 
In UTI schemes are available 
at many petrol pumps, or 
mobile collection points in 
some urban areas. 

The returns paid on its fixed 
income s chem es account for 
much of UTTs attraction. It 
paid a dividend of around 16 


There Is concern in some quarters about implicit 
political control over UTTs operations. The group 
is owned by state-owned financial Institutions. 
Could it be susceptible to political interference? 


and GIC, UTI (which accounts 
for around 80 per cent of all 
mutual fund Investments) has 
a firm grip on the country’s 
capital markets. 

It controls around 10 per 
cent of India’s quoted compa¬ 
nies - a significant propor¬ 
tion, given Mr Dave’s estimate 
that only around a quarter of 
most companies’ shares are 
freely traded in the market, 
rather than being tied up in 
family or other long-term 
hands. It is also one of the 
handful of institutions that 
buys corporate debentures and 
underwrites equity issues. 

Money flows into UTI 



The former Harrison's and Cronfield 


at Fort Cochin In Kerala 


per cent last year, some 3 per¬ 
centage points more than was 
available on bank deposits. 
Unlike banks, UTI is not 
weighed down by the directed 
credit policies which have 
forced banks to take on large 
volumes of low-yielding or 
non-performing loans. 

It now plans to launch a 
money market fund, investing 
In corporate certificates of 
deposit and other short-term 
debt instruments. 

The question for supporters 
of de regul ation is how to 
break UTTs stranglehold on 
the mutual fond industry. Set 
up in 1964, UTI was unchal¬ 
lenged until 1986, when some 
other state-owned financial 
groups were allowed Into the 
market. Now, private sector 
mutual ftmds are on the hori¬ 
zon (the Securities and Invest¬ 
ments Board of India has yet 
to publish regulations govern¬ 
ing how such funds are run). 

UTTs powerful distribution 
network and track-record of 
paying steadily rising divi¬ 
dends will make it tough to 
beat. Mr Dave says of his 
agents: “They are freelancers, 
so they are not prohibited 
from doing business with oth¬ 
ers." However, whether in 
practice rival mutu al funds 
can feed off the UTTs network 
remains to be seen. 

As India's capital ma rkets 
develop, other aspects of UTTs 
dominance could also give the 
re for mers pause for thought 
Baw,for instance, can the state 
be sure of getting the top price 
when «»rHng stakes in public 


sector companies If UTI is the 
only bidder of any size? 

In February, stakes of up to 
20 per cent in 30 state-owned 
companies were sold off, the 
first disposal of Its kind. UTI 
bid successfully for two-thirds 
of the shares on offer - only 
to run into a political storm 
later over claims that the 
shares were sold off too 
cheaply. Shares in the Steel 
Authority of India, the first of 
these companies to be listed on 
the stock market, began trad¬ 
ing at around Rs200 each in 
May. According to one mer¬ 
chant Kb " Vi * t ' involved in bid¬ 
ding for shares in February, 
they had been sold by the gov¬ 
ernment for less than Rs20. 

“It's aQ hindsight," says Mr 
Dave. “Many of the packages 
of shares offered by the gov¬ 
ernment were not even taken 
np. The market grew very test 
after the sale.” Nevertheless, it 
seems likely that politicians 
will experiment with other 
ways of selling shares In pub- 
U c com panies next time. 

UTTs power also gives rise 
to concern In some quarters 
because of the implicit politi¬ 
cal control over its operations. 
The group Is owned by a vari¬ 
ety of state-owned financial 
institutions, and its nhahmnn 
is a political appointee. Could 
that mean its power as a lead¬ 
ing shareholder in many of 
India's biggest private compa¬ 
nies Is susceptible to political 
interference? 

“We are an investors* organ¬ 
isation. Government has no 
control over ns,” says Mr 
Dave. He points to the row 
that erupted earlier this year 
between rival factions In the 
senior management of TTsco, 
the steel company owned by 
the powerful Tata family. Both 
factions canvassed support 
among politicians, but neither 
won the hacking of the politi¬ 
cians, be says. 

However, a political estab¬ 
lishment tb«t has grown used 
to controlling and directing 
the financial system through 
state-owned banks is likel y to 
find it difficult to allow UTI 
complete freedom. That is par¬ 
ticularly true as the capital 
markets develop as an increas¬ 
ingly important source of cash 
for Indian companies. 

Richard Waters 
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How can a father run hours 
for help when he needs it in a few minutes? 



Communication. Man's greatest need. 
Especially in times of emergency. His rich child 
is in desperate need of a doctor. Tie nearest 
telephone a mere speck on the horizon. The 
cJosest hospital even further. A familiar 
situation in mnl India- .Willi its desolate 
vajtness and primitive means of conrammcabon. 

Bnt a situation that motivates 


Finolex. One of India's leading mannfacfcunn 
of telecommunication cables. Cabin that 
reduce the communication gap. Cables that 
bring people closer. Finolex Cables Ltd. 
Projected as one of the top hidden champions. 
By World Link. 

An Independent India 

India is highly dependent on PVC imports. 


FuuJex has therefore swung into action. To 
become independent, we've taken a major step 
towards backward integration. We will now 
m a mdarftire PVC Resin, an impart substitute. 
We've collaborated with UHDE of Germany, with 
a process licence from Hoechst, Finolex mil once 
again fulfil a national need with its own 
teff-reliaaoe, thereby raving foreign exchange. 


But what does all this mean to yon? Pat 
simply, you will now have a -wider range of 
plastic goods to choose from. Bags, jackets, 
bottles, car batteries and pipes. , 

Foreign Connections 

To further bring technology into (he 
country, we’ve collaborated with M/a NSW of 
Germany for winding wires. Mapfan 


Igtenatiooal of Austria farmctmirion machines. 
Essex, USA for telephone cables. And John 


Finolex 


Gets people together. 


Royle and Sons, USA for extrusion systems. 

So, that is the story of Fmolex- A Rs 2.5 
billion group that cares about India. That 
understands its problems, contributes to its 
solutions and shares in fa success. Lika 
reducing the communication gap between 
people. And reducing the gap between 
desperate father and medical, 


FfawUx CJJa LlJ, 26/23. Bombay — Pium Goad, EWri. IW4I1 018. Fax No. 0212-772239. Ftnolax Pipe. Lfci MIDC. CkacW. Pooa 411 019. Fax No. 0212-777217. 
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Havens Of 
Calm And 
Comfort, 
InThe 
Midst Of 
India’s 
Bustling 
Cities. 
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CALCUTTA T«i Bcngri 
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DELHI Tbe Tq Mriml Hotel* 





DELHI Tej Mi» ht» fmliiiwi»al 



MADRAS Tq CoiWBendd Hotel* 


£• 



MADRAS Comemn Hotel 



BANGALORE Tq Ratine? 


And 

To Relax— 
India’s Best 
Resorts 




GOA The Rat Aguda Beach Rood 


GOATbeTqj Hobday V3J*ge 


GOA The Agmtia Hermitage 


■festtt of the 28 hotels 
in a group that is, 


in tbe bud. 


* La lj«iAm_ wmhtf» 


The Taj Group of Hotels, 

St James Court Hotel & 
Apartments. 

Tel: 0800 282699, tod free 

* TJteflta frrnaoomd iwwmw«w> 
(For afl holds In Tbe T*j 
Group). Teh (081) 995 8211. 

* ^ -*- — *- *■-» aw- » »* 

* **K fQm tu tQ fRJtPQf ( aT MO HM 

(For select hotels in 
Tbe Tq Group) 

TeL-0 800-181-123 toB bee 

■ En France, contact: 




The Tq Group of Holds. 
TcL 0130 2428, toQfne. 


THE TAJ CROUP 
OF HOTELS, INDIA 



David Housego sees signs of a more buoyant export-driven industry 


A turn in the tide for textiles 


A fter lagging 
behind the rest of Asia 
over the last few 
decades, India's fabric and gar¬ 
ments exporters are beginning 
to wake op to the opportunities 
that a cheaper currency and 
the change in economic poli¬ 
cies are opening up to them. 

"There is going to be a mas¬ 
sive boom," says Mr Hrishi- 
kesh Mafatlal, head of the tex¬ 
tiles division of the 
Bombay-based Mafatlal group. 
The group is the country's 
largest producer of dyed and 
printed fabrics and is a sup¬ 
plier to Marks and Spencer in 
the UK. 

Mr Mafatlal expects exports, 
which accounted for 35 per 
cent of $L2bn sales last year, 
to contribute 50 per cent of 
turnover in the near future as 
the group doubles its rate of 


investment to an yiq ni 

a year. 

At Bombay Dyeing, another 
of the Bombay groups that sur¬ 
vived tbe massive contraction 
of sales by the large textile 
mills that characterised the 
1970s and the 1980s, MrDinkar 
Alva, the managing director, 
also sees a turn in the tide. 
"There are expansion opportu¬ 
nities," he says, with the group 
likew ise hamrig its i n vestment 
on upgrading quality and 
boosting exports. 

Arvind Mills, an Ahmedebad 
group and probably the most 
aggressive of the larger mills, 
built a substantial expan¬ 
sion programme on the export 
of high quality blue Hamm and 
on cotton shirting. After 
Rs500m of exports last year, 
the group is aiming for RsSJhn 
by 1994-85, by which time it 


hopes to be among the top ten 
denim producers in the world. 

Other signs of a more buoy¬ 
ant export-driven industry are 
a surge of new investm ents - 
particularly in the south which 
grows fine, long staple cotton 
- in spinning As a result of 
this, the textile machinery 
Industry is quoting delivery 
dates of two to four years to 
provide. new spinning 


Y et this new confidence 
in the industry has not 
translated itself into 
the trade statistics. Notwith¬ 
standing a 24 per cent devalua¬ 
tion of the rupee in July last 
year and a continuing slide in 
(he currency since then, 
India’s textile exports grew by 
only 4.4 per cent last year to 
$5.7bn. Garment exports actu¬ 


ally fell in dollar terms by L8 
per cent 

This alow rate of growth was 
most obviously due to reces¬ 
sion in the US (accounting for 
24 per cent of Indian textile 
exports) and in the EC (43 per 
cent) and to the ceilings placed 
on In d i an, textile exports under 
(he multifibre quota arrange¬ 
ments. Another major reason 
was that exports to the former 
Soviet Union slumped in the 
wake of the collapse of that 
market. 

But it also reflected the fail¬ 
ure, of T ndfan mamT fi u * nT i * n: to 
benefit from the devaluation 
themselves. "Our exporters 
passed on the value of the 
devaluation to the buyers 
rather than retaining it them¬ 
selves," says a senior official in 
tbe Ministry of Textiles. 

While exports of garments 


Profile: 1F&LS 


Pioneer for the private sector 


P RIVATISATION has not 
made much headway in 
India. The government’s 
only major Initiative has been 
to sell an average 8 per cent 
stake in 30 public sector com¬ 
panies. The government has 
said as well that it is prepared 
to sell up to 49 per cent of the 
shares of public sector enter¬ 
prises - thus giving the pri¬ 
vate sector a minority stake 
but not ceding management 
control 

An institution that is, how¬ 
ever, playing a pioneering role 
In famUiarlwmg India with the 
concept of the private sector 
financing traditionally public 
sector projects ~ roads, 
bridges, mass transit - is 
Infrastructure Leasing and 
Financial Services Limi ted 
(IF&LS). 

A Bombay-based institution 
set up to attract private capital 
to projects that central or state 
governments do not have the 
funds to finance themselves, it 
has enough schemes under its 
belt to demonstrate that this is 
a field with immense potential. 

It has arranged the financing 
and construction of a link road 
in Indore in Madhya Pradesh 


between two industrial areas 
that will pay for itself from tofi 
charges. It is bringing Nippon 
Kore, a Japanese engineering 
design company, to do a 
detailed feasibility study for a 
bridge and traffic system in 
Bombay that will equally be 
self-financing from toll 
charges. And it is negotiating 

for tfr** ffwanniwg gflfl ranghn c- 

tion of an urban rail link 
between Hyderabad and its sat¬ 
ellite town of Secunderabad in 
the south. 

Mr Ravi Parthasarathy, man¬ 
aging director, believes that a 
sea change has occ ur red over 
the last two years in India's 
acceptance of tbe concepts of 
privatisation and of private fin¬ 
ancing for infrastructure pro¬ 
jects. Equally unthinkable two 
years ago would have been the 
contracting of a Japanese com¬ 
pany to do engineering design 
for Bombay. Bat Mir Parthasar- 
a thy says that India does not 
have experience of designing 
the traffic system needed to 
accompany the proposed 
bridge from Worii to Sea Rode. 
The bridge will modi shorten 
the journey from the airport to 
the city centre. 


Established in 1988, IF&LS is 
an independent institution 
whose main shareholders are 
nationalised banks. But the 
International Finance Corpora¬ 
tion AFC), an affiliate of the 
World Bank, holds 15 per cent 
of the shares. 

It gets most of its earnings 
from its inves tment banking, 
leasing and securities trading 
business. 

IF&LS took what Mr Parthas¬ 
arathy calls a “buffetting” 
when its former chairman, Mr 
M.J. Pherwani, resigned as 
rhnirmqn in the wake of the 

ffnannfyil mwwlal. He bad alyn 

been chairman of the National 
Housing Bank which, is heavily 
involved with Mr Harshad 
Mehta, the Bombay broker, in 
securities trading. 

IF&LS suffered no losses and 
was given a “dean sheet" by 
the Reserve Bank of India (the 
central bank). But with the 
upheaval among heads of 
financial institutions, it has 
still to a chairman. The 
board has, however, given the 
go-ahead for a substantial 
expansion by approving a 
Rsibn capital increase 
intended to give IF&LS the 


strength needed to raise funds 
from the multilateral institu¬ 
tions. 

Much of IF&LS’s pioneering 
work has been to get the cen¬ 
tral and state governments to 

pam lagtelqtinn matting possi¬ 
ble tbe private financing of 
public sector projects. The pro¬ 
posed light transport link for 
Hyderabad cannot be built 
without an amendment to the 
India Railways Act which gives 
the state a monopoly over rail¬ 
way construction. IFLS hopes 
that the Hyderabad project will 
be the forerunner of other pri¬ 
vately financed mass transit 
projects in major cities. 

Tbe most high-profile project 
in which it is involved is the 
construction of a fourth bridge 
in Delhi across the Yamuna. 
The project envisages an dght- 
lane bridge with an integrated 
system of flyovers and inter¬ 
changes to Hnk the industrial 
estate of Noida with Maharani 
Bagh in New Delhi. Interna¬ 
tional contractors wifi, be asked 
to bid. The operators will be 
allowed flexibility in setting 
the toll charges themselves. 


David Housego 



HERCULES 

UNCHAINED 


INDIA- A country with tremendous potential for economic growth. 
Unshackled. Bursting the chains that hampered its economic progress. Opening 
its arms to the world. And ready to help anyone meeting the challenge of 
entering the Indian market Is STATE BANK OF INDIA. With an international 
network of 45 offices in 30 countries. Covering all major financial centres, 
spanning aU Ikne zones. So, at any given time, somewhere'm the world, a Stale Bank office is operating. State Bank of India 
One of the world's oldest banks. Bom in India almost 200 yews ago. Today, it is the only bank from a developing country in 
Asia, ranked among the top 25 Asian banks. With over 12,000 offices, assets of about US $ 50 billion, and around one-fourth of 
the country's business, the State Bar* Group is the leading commercial and investment banking group in India. Geographteafly 
well spread and structuratty diverse rework of foreign offices and the specialised offices in India for handing foreign exchange 
make it posable tor State Bank ol India to hands as much as 40% of the country's foreign trade. State Bank has an impressive 
range of successful operations. From agriculture to smati Industry to trade to corporations in the private and pubfic sectors. Its 
subsidiary S8I Capital Markets lid. enjoys a premier position in merchant banking. Offering multifaceted services like project 
counselling, issue management, credit syndication, corporate counseling, nvestment management, etc. State Bank Is the first 
commercial bank fn India to set up exclusive outfits for factoring services and housing finance. In fact State Bank 
of India's operations are both wholesale and retail in nature. And it offers its customers a host of services. ■ Acceptance of time 
and demand deposits from customers and correspondent banks • Forex Dealing • Treasury Functions: (0 Interest rale swaps - 
Forward Rate Agreements (ft) Currency Swaps (HD Forex Dealing fiv) Euro-commercial Paper , 

Programme (v) Interbank borrowings and lendings • Customer credit loans - overdrafts, term 

loans, syndications, etc. " LC/Guarantee business * Project financing • Agency business for the 

Bank's Indian and other foreign offices. State Bank. And India, A veritable Hercules unchained. State Bank 

Now unstoppable on the path to economic superiority in Asia lets coaae closer 


LETS COME CLOSER 






fell, there were nonetheless 
sharp Increases in exports of 
hamfloom products (up 21 per 
cent in dollar terms) and of 
cotton yam (up 38 per cent). 

India remains, however, a 
marginal player in the world 
textile trade. Its share of world 
fabric exports actually dropped 
between 1380 and 1990 from 2 
to LI per cent in garments 
India achieved a modest 
increase over the decade and 
now accounts for 2 per cent of 
world trade - a proportion 
well below China's &5 per cent 

But if India is a small player 
on the world stage, textiles are 
India's single largest export 
and account for 30 per cent of 
export earnings. The industry 
believes that further increases 
must come through exploiting 
India's competitive advantages, 
and by improvements in qual¬ 
ity and moving more 
upmarket 

With China and Pakistan, 
India is one of the few coun¬ 
tries in the world to have a 
substantial surplus of raw cot¬ 
ton. Yields are high in the Pun¬ 
jab but still well below interna¬ 
tional levels in the south and 
central Tnrita 

Compared with 10 years ago, 
there is greater emphasis on 
design and quality. Mr Mafatlal 
says that in his own group 
“there has been a sea change 
In management culture”. He 
cites a major reason for the 
greater emphasis on quality as 
being improved labour rela¬ 
tions. “The single biggest 
change is in how we treat our 
staff and in the way we get 
thgyri to participate," he says. 
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Hand-loom weaving at a Bangalore silk factory 


MMoy Aahwood 


The government is also more 
supportive to textile exporters 
than in the 2970s when its 
main preoccupation was to 
curb the growth of large mills 
and boost employment in the 
handloom and powerioom sec¬ 
tors. Textile machinery Is 
easier to import. So are the 
buttons, zips and extras that 
the garments industry needs. 

Nonetheless, Indian garment 
manufacturers face bureau¬ 
cratic hurdles and other diffi¬ 
culties that put them at a dis¬ 


advantage with their competi¬ 
tors in neighbouring Pakistan, 
Bangladesh or Sri Lanka. Ms 
Mani Mann, a garments 
exporter, does not see much 
hope of improvement: "I am 
cynical about liberalisation 
because there is so much politi¬ 
cal interference. I don't know if 
we will really go forward,” she 
says. But her own order book 
has doubled this year which 
shows that some purchasers 
are turning to India more than 
they were. 
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THE COTTON TEXTILES EXPORT PROMOTION COUNCIL OF WDtA: Enginaemg Centre. Sffi flooc 
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Telephone- 069-55423?, 1530050. Telex. 414805 CTEPC D. Fax- 069-654189 
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Contact the 

HEPC - 

the one-point 
source for 
hand-woven 
fabrics 
from every 
corner of 
India. 
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W HEN the Indian gov¬ 
ernment eased con¬ 
trols on who could 
set up manufacturing bases In 
industry last year, it left the 
cars sector out of the liberalisa¬ 
tion. Few were surprised. 

Although the Indian car 
industry is more than. 40 yean 
old, the government is still 
undecided whether it should be 
viewed as an important sector 
with potential for providing 
large-scale employment and 
export growth, or merely as a 
source for luxury products for 
the rich. \ . . . 

To date, the view of Jnrifam 
governments has been the lat¬ 
ter. Cars have been seen as 
guzzlers of the foreign 
exchange needed to make and 
fuel them. As a result, the sec¬ 
tor has been even more heavily 
regulated than others and 
taxes have been higher. 

Production licences have 
been refused to countless 
potential manufacturers and 
today there are only four com¬ 
panies mnWng cars. Their com¬ 
bined domestic sales have 
never risen above the 175,000 
achieved in 1989-90 and only 
one company exports cars to 
any considerable extent. The 
carmakers together employ 
fewer than 30,000 people. 

Those companies that have 
tried and failed to get in on the 



In spite of a recent decline in sales, Michael Smith finds grounds for optimism 

industry has yet to prove potential 



Tata fa a new entrant to car manufacturing 


act can at least console them¬ 
selves that market conditions 
in the past two years would 
hardly have provided the per¬ 
fect launch pad for entry. 

After a quadrupling of 
domestic sales between 1983 
and 1990, the total fell to about 
142,000 last year and there are 
fears that it will be below 
100,000 this year. - 

A variety of factors accounts 
far the decline. The devalua¬ 
tion of the rupee has made 
component imports more 
expensive, and petrol price 


rises and the increased cost of 
consumer credit has lessoned 
the attractions, and possibili¬ 
ties, of owning a car. 

More damaging still was the 
government’s decision last 
year to raise excise duties on 
the price of cars to 80 per cent, 
compared to a previous 40 per 
cent and 6 per emit in the mid- 
1980s. "Cars have become truly 
unaffordable, 1 * says Premier 
Automobiles, the second larg¬ 
est car manufacturer. 

In spite of the gloom, there 
are grounds for optimism in 


the long term. The growing 
potential for foreign collabora¬ 
tion, and with it increased 
exports, improvements in the 
quality of indigenous compo¬ 
nents and better productivity 
will all aid the industry. 

The catalyst for much of the 
change has been Maruti Udyog, 
a joint venture between Suzuki 
of Japan and the Indian gov¬ 
ernment. Prior to its emer¬ 
gence in its present form in 
1983, consumers had to choose 
between Premier and Hindus¬ 
tan Motors, both producing 
1950s models with outmoded 
equipment. 

Amid claims from Its rivals 
that it was given favourable 
treatment in tax treatment and 
production quotas, Maruti has 
slowly built up its claimed 
share of the market to more 
than 80 per cent 

Exports last year reached 
22,900. Although that is not 
expected to increase signifi¬ 
cantly this year, the target for 
1995 is 50.000 to 60,000. One rea¬ 
son for the expected rapid 
growth Is that the Suzuki'9 


new Atto 800cc model will be 
mads exclusively in India. The 
company has this year raised 
its stake in the joint venture 
from 40 to 50 per cent 

Mr R. C. Bhargava, chairman 
of Maruti, says be cannot claim 
that the quality of the product 
is identical to that made in 
Japan, hut be says it is not 
significantly lower. Labour 
costs L7 per cent of the total 
input of a car, whereas the 
equivalent figure for Japan is 
12 per cent. “Potentially we 
can get the price cheaper, pro¬ 
viding we can get our act 
together in the components 
Industry." 

Maruti's growth has already 
stimulated a rapid improve¬ 
ment in the quality of compo¬ 
nents made In India. Partly as 
a result of collaboration with 
overseas, mainly Japanese 
companies, component makers 
are Increasingly turning out 
products which can compete in 
international markets. 

The Automotive Components 
Manufacturers Association of 
India says its members 



I.''.' 

Maruti claims more than 60 par cent of the domestic market 


Increased exports last year 
from 5100m to 5140m and 
expect exports growth of 30 per 
cent annually. 

For India’s components mak¬ 
ers to become much larger 
players ou the international 
market, they will need more 
expensive equipment which 
economies of scale would pro¬ 
vide. That will only come with 
significantly Increased domes¬ 
tic market share. 

lake Maruti and component 
manufacturers. Premier and 
Hindustan are looking to joint 


ventures for growth. Both com¬ 
panies are in need of revival. 

Premier is expected barely to 
make a profit in the current 
year. Mr Vinod Doshi, chair¬ 
man, is resentful about the 
accusation, common in Indian 
business circles, that It has 
failed to satisfy the needs of 
the market. 

Although the most recent of 
its two car models was first 
manufactured in the mid-lS80s, 
Mr Doshi points out that Pre¬ 
mier has been trying unsuc¬ 
cessfully ever since to per¬ 
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The two- and three-wheeler market seems to be benefiting from an early upturn 

A brighter trend on the roads 


I" 


A demonstration was 
needed or the power of a 
well-chosen joint venture, it 
was provided last year by the 
Indian two-wheeler sector and 
Honda, writes Michael Smith. 

As Indian motor-cycle sales 
fell 9 per cent to 430,000, Hero 
Honda, a joint venture in 
which Honda has a 28 per cent 
stake, increased volumes by 13 
per cent to become market 
leader. 

In scooter manufacturing, 

fftnotir Honda, ano ther H on d a 

joint venture, added 10,000 to 
its sales to reach 87,000, again 
in p shrinking market. 

The Indian two- and three- 
wheeler market, which last 
year totalled 1 . 68 m units, Is 
dominated by six players. 
Bqjqj Auto, Hero, Kinetic, TVS 
(which has a joint venture 
with Snznki), LML and 
Escorts. 

Together, they account for 
more than 90 per cent of sales. 

Fortunately, the collective 
gloom which resulted from the 
severely depressed marke t of 
last September-January, when 
the market slipped by more 
than a quarter on the compa¬ 
rable period of the previous 
year, appears to be lifting. 

Monthly sales since January, 
are closer to last year’s levels 
and in some cases above them. 
That means that the two- and 
three-wheeler sector was 
affected later than cars and 
has benefited from an earlier 
upturn. 

Hi India, long-term growth 
Is assured because two-wheel¬ 
ers are commonly used to 
carry three and four people 
and are viewed as the poor 
person’s car. 

The problem for co m pa n ies 
like Baja] Auto, the market 
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One uf India’s leading financial services company, DSP Financial 
has a tradition of excellence that dates back to over 125 years. 
The Company was promoted by D.S. Furbhoodas & Co., a pre¬ 
eminent brokerage firm that predates the formal establishment 
of the Bombay Stock Exchange. DSP today is widely respected 
for its in-depth research on the Indian economy, capital market, 
and on individual corporates. 

Fully conversant with the intricacies or the Indian financial 
marketplace and well versed with international finance DSP is 
ideally placed to offer you a wide variety of services. Incorporate 
finance, merchant banking, project finance, money market 
operations, and trade and technology services. 

DSP is associated with several prestigious international institutions. 

Alongwith Industrial Development Bank of India (LDBI). DSP. 
has promoted Indian Investment Management Co. Ltd. (IIMCO) 
— an Asset Management Company with proposed equity 
participation by three internationally renowned asset management 
companies. 
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leads for all two- and three- 
wheelers, and Escorts, the 
motor-cycle market leader 
before last year, is the compet¬ 
itive threat posed by Honda 
and, to a lesser extent, SuzufcL 

Baja] has done well to carve 
ont a 47 per cent share of the 
market for two- and three- 
wheelers. Although that Is 
well down from the 80 per cent 
it had prior to the liberalisa¬ 
tion of the industry In the 
early 1980s, it is a significant 
improvement on the 40 per 
cent of eight years ago. 

Under the chairmanshi p of 
Mr Rahul Baja], the company 
is considered to be one of the 
better-run indigenous Indian 
organisations with, for exam- 
pie, a relatively enlightened 
approach to research and 
development 

RAD fa the only department 
in the company which does not 
have budget constraints. But 
the. teifc Is tough. “Honda of 
Japan spends more on S&D 
than onr annual turnover," 
says Mr Baiaj* “Whete doeS 
that leave usT" 

The answer is striving hard 
both to increase market share 


Mr Mehta does not 
disguise his regrets 
about the lack of 
a joint venture 

farther and boost exports from 
their current 2 per rent of pro¬ 
duction to a targeted 15 per 
cent 

Indian market share 
Increases can come from ini¬ 
tiatives such as the introduc¬ 
tion in 1990-91 of a50cc moped 
which in its second year of 
production took 10 per cent of 
die market. 

Bajaj still claims to be 
cheaper than most of its rivals 
in most of its products. 

Achieving the exports target 
will be more difficult in the 
absence of dealer networks 
available to companies with 
joint ventures and doubts 
among potential foreign buy¬ 
ers about the quality of Indian 

mangfactnring . 

For similar reasons. Escorts 
will struggle to increase 
exports which last year 
accounted for about 1,000 of 
its 120,000 motor-cycle produc¬ 
tion. 

Although Escorts has collab¬ 
orations with overseas compa¬ 
nies including Yamaha, it has 
no joint ventures with Japa¬ 
nese companies. Product devel¬ 
opment has suffered as a 
result and It is still developing 
a fuel-efficient, four-stroke 
model to match the one behind 
Haro Honda’s success. 

Mr M. M. Mehta, Escorts 
vice-president, says that when 
it comes, in two to three years’ 
time, it will be better than 
those of its competitors. He 
also draws comfort from a 
revival in demand for Rqjdoot 
motor-cycles which were 
behind the company’s earlier 
success. 

“We cannot meet the 
demand for Rajdoots. In the 
mid-1980s it suffered from the 
Japanese competition. But we 
have been making constant 
improvements and the price 
has become more favourable 
against the Japanese because 
of rises In import duties.” 

However, Mr Mehta does not 
disguise his regrets about the 
lack of a joint venture. “Jf an 
Indian company has a joint 
venture, the (foreign) partner 
is concerned with the technol¬ 
ogy and the well-being. For 
example, if the yen-rupee rela¬ 
tionship Slips, the collaborator 
win give some consideration 

on the price of imports.” 

Not surprisingly, Escorts Is 
considering the possibilities of 
a joint-venture. 



In the Pune factory of Bajaj Auto, the market leader for two- and three-wheeler* 


suade the government to allow 
it to manufacture another. 

Previously, it collaborated 
with foreign companies but did 
not enter joint ventures. Now 
that is changing. “We are 
looking for a long-term mar¬ 
riage, not just a technical 
licence." Talks are under way 
with companies including Fiat, 
Peugeot and Nissan and Mr 
Doshi expects to have formed a 
relationship with one of them 
within three or four months. 

Meanwhile he and his son 
have shown that they mean 
business in revitalising the 
company by persuading 3,000 
of the 9£00-strong workforce to 
take voluntary retirement. The 
package and the way it was 
negotiated has sparked consid¬ 
erable admiration in Bombay, 
where, as in the rest of Indian 
business, it is notoriously diffi¬ 
cult to shed labour. 

he new entrant to car 
manufacturing is Tata, 
the large Industrial and 
engineering group. Frustrated 
by the government's refusal to 
allow it to establish a cannak- 
ing collaboration with Honda 
in the late 1980s, the Tata sub¬ 
sidiary, Telco, recently started 
manufacture of what it claims 
is the first Indian car to be 
made without foreign collabo¬ 
ration. 

In spite of government 
restrictions on entering car 
manufacturing, under “broad 
banding" policies a company 
which already makes 
four-wheel vehicles is able to 
diversify into cars. Tata devel¬ 
oped a pick-up van; the Tata 
estate car and three-door 
Sierra are modifications of 
that 

Tata plans to produce 10,000 
of the cars this year and has 
orders for all of them already. 
Mr V. M. Raval, director of 
Telco, says Interest has been 
shown from the UK, France 
and Egypt 

The present car is built on a 
chassis and so is higher than a 
standard estate car. That could 
encounter resistance from 
potential export targets. Before 
it begins exports, Tata intends 
to change that, as well as 
develop a petrol version of 
what is now an exclusively die¬ 
sel car and improve the finish. 

Mr Raval say exports are 
some way off. But he believes 
that it will be competitive 
because It will be lower-priced 
than rival products made in 
other countries. 

As with much of Indian car 
manufacturing, the promise 
has yet to he fulfilled. 


A pioneer at the new frontier 


Citibank first opened a branch in India in 1902. 
In Calcutta, where an Indian cultural 
renaissance had begun to take hold. 

Ninety years later, India is on the 
threshold of another renaissance. This time 
trying to recapture its past glory in trade and 
commerce. A past that drew to its shores 
some of the world's most important trading 
nations. 

Once again the Indian frontier beckons 
world business. With pioneering economic 
policies and a determination to match. India is 
adjusting to the new global realities, opening 
up to the world; In very imaginative ways; 

• The government is relinquishing its 
predominance in the domestic economy and 
is seeking to provide a fair and transparent 
regulatory framework that encourages 
competition. 

• Foreign investment is being wooed in all 
sectors of the economy, including power, 
telecom and petrochemicals. The power sector 
atone has attracted nearly US $6 billion in 
investment from Europe and the United States. 

• Recent policy pronouncements have a 
bias towards trade. The government wants to 


raise the level of foreign trade fivefold, to 
nearly 30 percent of GDP. 

The new policies seek to recreate at home the 
success stories that Indians have written in 
Britain, in America, in the Middle East, in 
Africa, in Hong Kong and Singapore. 

And Citibank is responding to the challenge. 
In equally imaginative ways: 

• We structured innovative international 
financial deals including leverage finance, 
securitization and currency swaps. 

• We are redefining the securities and 
investment business with a joint venture that 
offers packaged nonbank financial services 
such as underwriting, mutual funds, brokerage 
and investment management. 

• Our software export subsidiaiy has 
emerged as one of the largest players in the 
field. It recently promoted a company to 
develop financial services information 
software for the domestic tariff area. 

Our response is aimed at advancing the 
leadership of our Indian franchise as India 
moves towards a new and exerting future. 


citibank* 

With India. Since 1902. 
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Half the population cannot read, but the government is resisting pressure to introduce compulsory pr imary education 

Neglect of schools could hold back growth 


A S INDIA, pursues east 
and south-east Asia 
down the trail of higher 
economic growth, it could ran 
into a major road block - it 
has one of the highest rates of 
illiteracy of any country in the 
world and one of the worst 
records for neglecting primary 
education. 

While east and south-east 
Asia made universal schooling 
the focus of their drive for 
higher economic growth, India 
has lagged badly behind in 
developing primary schools. 
Almost half the population 


aged seven and over cannot 
read or write. Less than SO per 
re n t of children between the 
ages of 6-14 are in school - 
leaving a staggering 82m who 
are put out to work by their 
parents in so-called cottage 
industries, in the fields, or as 
bonded labour. Two-thirds of 
those who attend primary 
school drop out before the final 
year. 

The World Bank and donor 
nations axe now patting 
pressure on India to face up to 
the seriousness of the situation 
and to make universal primary 


education a priority. Hr Oktay 
YeneL head of the World Bank 
office in Delhi, says: ‘There is 
no country (other than the 
oil-rich countries of the Gulf) 
which achieved high levels 
of per capita incomes and 
reduced poverty with a 
predominantly illiterate 
population." - 

The Bank sees low levels of 
literacy - worst among the 
poor and among women - as 
patting a brake on other 
programmes to alleviate 
poverty, including health 
education and family planning. 


OUR WORLD, FOR THE REST OF THE WORLD 

ALLANA RECORDS OVER A 

CENTURY OF INTERNATIONAL, MULTI-PRODUCT TRADING 


ALLANA eta recently earned rangnat 

by Government ol tadh as STAR 
TRADING HOUSE lor their contiruous 
contribution towarts multiple growth ol 
Indian export continue. Ihdr tftva in 


Chemicals ft Allied Prated* 

• PaMs. Varnishes & Lacquers 

• Fmnfdry Cherny & Fluxes 


Indian products - processed and pac 
under their supervision ami control 
system. 

AgroConmodfttn/Praitacts 

• Tea.Coffee 

■ Cereate/GralnsJBajra.Jowar) 

• Onions, Garlic 

• Spices (Black Pepper, Turmeric, 
Cantenom. Fennel Seeds, Cun* 
Seeds] 

• Sesamun Seeds. Niger Seeds 

• HPS Groundnut Kernels 

• Cashew Kernels 

• Solvent Extractions (Soyamea). 
Rapamaai, Rfca BarrExtradtat. 
Sunflower] 

Meat A Marine Products / 

• Frozen Meat. Frozen Mutton,/ 
Caned Meri-oomedBeef/ww 

• Frozen Fish, Dry Fish /' S'’ 


• Cash* Oil - Processed & Derivatives 
hire Dehydrated Castor OR. 
HydrogmatBd Castor Oil. 

Leatber/LMther Products 

• Finished Leather. Buffalo Sote LBatfw 

• leather Footwear 

• Rand Gloves, Wallets, Belts 
Processed Food* 

• Mangoes, pineapple, Guavas 


A Astomothf* Products 


Ceramic insulators. Seals, Nodes. 
Thread Guides 



• Diesel Engines, Purapsets, 
Components 

• All types olHandtaots, Woodwork 
Tools, Measuring & Predion Toots. 
Bufiders Hardware. Castings' 

TtedHoA F —teh te g * 

• Fabrics, Fundstfrgs, Towels & Linen 

• Cotton Yam, CoBon Bags 


Vitamins 


Altana House, 4, Altana Road 
Cofate, Bombay 400G39 
Ph : 2874455 (10 Lines) 

Tlx : 1183317 ALNA IN 
1184849 AINA IN 
fax : (22) 2044821 

/JjN Aflanasons 
limited 

te STAR TRADING HOUSE 
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Both aid agencies and 
diplomats in Delhi were 
dismayed that the February 
budget seemed to have dropped 
the emphasis on basic 
education that had formed a 
key element of the budget 
presented by Dr Manmohan 
Sing h, the finance minister, 
last July. 

The m ultilate ral institutions 
are convinced that raising 
funds both domestically and 
abroad for a mass primary 
education programme would 
be no problem. “If India had a 
major primary education 
expansion programme, I know 
that the World Bank would 
come In in a big way and I 
guess that many other 
countries would find it 
worthwhile,” says Mr YeneL 

T he aid agencies believe 
that there are now well- 
established and polit¬ 
ically neutral technologies for 
accelerating primary school 
expansion. They do not believe 
the arguments of senior 
o fficials in D elhi who oppose 
j compulsory education on the 
j grounds that the rural poor 
j prefer to send their children to 
work rather than to schooL 
"If there is good quality 
primary education, I am 
i convinced that the great 
majority of parents would 
want to send their children to 
school," says Ms B. Watanabe, 
head of the United Nations 
Children Fund (Unicef) in 
Delhi 

But in North India in 
particular, primary schools are 
bad. On average there is one 
teacher for every 58 pupils. 
Appointed from outside 
through influence of friends or 
family, be often has no contact 
with the village and turns up 
irregularly at the schooL 
“I asked parents whether 
they knew the teacher,” Ms 
Watanabe says of villages she 
visited in Bihar where Unicef 
has a project “None of them 
knew him,” she says. Books, 
blackboards, and mats for 
pupils to sit on are all in short 
supply. 

India wrote the goal of 
achieving universal primary 
education into its constitution 
alter independence. But it has 
remained a dream as the 
number of illiterates grew each 
year by 5m to 437m. 

One of the paradoxes of the 
country is why its educated 
elite, conmitted to the goals of 
development, socialism and 
democracy, should have 
allowed primary education so 
low a priority. India spends 


less than l per cent of GDP on 
primary education - or well 
below that of most countries in 
Asia and in sharp contrast to 
the large resources it devotes 
to secondary and higher 
education. . 

The blunt response of 
Professor Myron Weiner, an 
American academic who has 
recently published a book on 
rfiflrt labour in Tndia^ is that 
the fault lies with the caste 
system. 

Prof WBinder sees the 
neglect of primary education 
as based on the fear by the 
hi gh ar castes that “excessive” 
and “inappropriate'' education 
for the poor “would disrupt 
existing social arrangements". 

He explains: “Rhetoric 
notwithstanding, India’s policy 
makers have not regarded 
mass education as essential to 
India’s modernisation. They 
have instead put resources into 
elite government schools , 
state-aided private schools and 
higher education." 

Though universal primary 
education and the abolition at 
rhiM labour have been official 
policy since independence, the 
government under Rajiv 
Gandhi shifted the focus about 
seven years ago. 

The emphasis was put 
instead on improving the 
conditions of child labour 
while providing non-formal 
education for those who had 
dropped out of the school 
system and crash literacy 
courses for adults. This shift in 
policy was justified as 
reflecting the “socioeconomic 
realities” of the country. 

M r Anil Bordia, the 
education secretary, 
who has presided over 
the change in policies, says 
that the best results have been 
achieved in the south where 
25-30 districts (including the 
state of Kerala) have been 
declared literate. Two-thirds of 
the country will be literate by 
1997-98, he claims. 

He rejects Prof Weiner’s 
analysis of India's ednr»tinna ] 
problems. “Re does not 
understand India. I think he 
does not know what he is 
talking about,” says Mr Bordia. 

The education secretary > 
himself does not believe . 
compulsory primary education 
is the right approach to 
universal schooling in India. 
He recalls how "painful” it was 
for him as a young judge in 
Rajasthan - where education 
in one district was compulsory 
- to fine parents who begged 
not to send their children to 
school 


Mr Bordia Is also suspicious 
of foreign interference in 
primary education and is 
opposed to the World Bank 
sending specialist personnel to 
support a large proposed 
primary education project in 
Uttar Pradesh, the northern 
state with one of the highest 
rates of illiteracy. 

He says that he has seen in 
Pakistan and Bangladesh “the 
harm which hig investments In 
primary education can do to a 
country whose culture and 
milieu are not particularly 
different from our own. 


Neither in planning (primary 
education and literacy) nor 
implementation, do we need 
help from abroad,” he adds. 

•Oxe multilateral institutions 
believe that literacy campaigns 
non-formal education 
(where children attend classes 
after a day’s work) are no 
substitute for mass primary 
education. They fear as well 
that tiie these programmes will 
divert resources from the more 
urgent task of primary 
education. “My concern", says 
Ms Watanabe, “is that the 
focus on literacy is diverting 


attention^ from primary 
education.” , . 

The multilateral agencies 
need to maintain their 
campaign since P ri ®®ry 
education lacks a lobby within 
India. "Primary education is 
one of the subjects that does 
not have a strong national 
lobby.” says Ms Watanabe. Mr 
A. B. Vajpayee, the BJP leader 
and a veteran parliamentarian, 
says be has never had a 
question from a constituent 
over primary schooling. 

David Housego 


Unit Trust of India 
The first 

and the foremost. 


Unit Trust of India 
was established in 1964. 

It is the country's largest unit trust, 
managing 39 Funds. 

This year rhe Trust added 
over 10 million investors, 
taking the rota! to 20 million. 

Sales for the current year 
are over £ 1.7 billion. 

Total mvestible funds at the end 
of June *92 are £ 5.4 billion. 
Unix Trust is also a pioneer 
in flooring Country Funds for. India, 
through the India Fund and 
the India Growth Fund. 


UNIT TRUST OF INDIA 4 
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In India, 

Make It Sheraton. 


Properties mb ffc* Defti ' 

Bombay. Midraj, Bugatat and Agra. 
(The 7th to open in Jaipur by Winter V2J. 

LOCATION AUboids arc conveniently 
located in regard to bob airports sod 
ettyootres. 

FEATURES Guest room include 
sum. All feature central air-coodiliociiig 
with individual temperanue control. 
Attached baths with telephone 
exteaioaL Direct-dial tdepboue. dosed 
circuit colour television and channel 
maze Ithbatae Utudty, d/y-cfezmng 
and valet service. 24-hwr room service. 
Travel Counter, Bank, sab-deposit, 
money-changer. 

For Business Travellers 

SfaeraUa Towers avaihbte in New DeDn 
and Madras. (To be available in 
Bangalore by Winter VZ). 

Wetamgroapb Executive dab ava&bfc 
in New Delhi, Bombay, Madras and 


Afl six hotels welcome ITT Sheraton 
Qob Imenutional members. 

Recreation ad huehhavea 

swimming pool, health dob/ yoga centre, 
beauty parlour and bar. Teams, gad, 
polo, squash, rowing and royal bone 
carnage rides are available in ipedfk 


Dining/ Entertainment iMfem , 

Continental and fhinw rmgwnMTt ^ 


io all botch Some also taw speriafoy 
restaurants Eke Uie Bokhara, Dam Pnibt 
or French. 

Banquet And conference 

FACILITIES Laige haft and frasto 
committee rooms available to 
•commodate a mkdaamber of 
delegates. Moa hotels tare poobkk area 
amegemwo a wdL 

Rates* U5. DoBare. 

Single/ Doubt: S1104 220. 

Stole: J 335-$ 595. 

•AH rates are exdndve of taxes and are 
sobjeci to ebanp without notice. Not all 
rates listed are mitabte * ad times. 
Please all for farther infornarioc. 

Reservations Csb any itt 

Sheraton Hold worldwide, or Hong 
Kong 852^3-734-3533. Bahrain 973- 
534055. Bangkok 66-2-2341535. 

Singapore 65-732-400U, Sheraton mUhe 
numbers: U-SJL t Canada SXW25- 
3535, United Kingdom (BOB-353535, 
France 1905-907635, Genaany 0130- 
3535. Aosmfia OOM73535, Japan 0I2D- 
003535, Kuwait 965-2467041, Saudi 
Arabia 966-2-65342 [6, UAE: Aba Dhabi 
971-2-724043, Dubai 971-4236043, 
Malaysia 800-1001. 

Or caD the Marketing Manager 
(InUntthnaf). ITC-Wdcoiag ro tqt 
Hotels at New Delhi. India: TcL: 91-11- 
3010136 and Fax: 9(-l 1-3012892. 


Mfelcomqroup Sheraton 

HOTELS 

Maurya Sheraton Hotel & Towers, New Delhi; 

SeaRock Sheraton. Bombay. Chola Sheraton. Madras; 

Park Sheraton Hotel & Towers. Madras: 

Windsor Manor Sheraton, Bangalore; Mughal Sheraton. Agra. 

_ITT Sheraton. The Natural Choice. — 


PERSONALISED SERVICES 
FROM 

A BUSINESSLIKE BANK 


Bank of Baroda 

(A Government of India Undertaking) 

MAIN OFFICE IN UJC. 

AT 

31-32 KING STREET, LONDON EC2V 8EN 
Telephone: 071-606 8888 

Other Branches in U.K. 


Birmingham: 
Harrow: 

Ilford: 
Kilbum: 
Manchester: 
Southall: 
Thimton Heath: 
Tooting: 
Wemblay: 
. Whitechapel: 


021-523 5973 
081-863 4042 
081-518 0607 
071-328 4969 
061-236 6622 
081-574 1324 
081-689 7747 
081-672 5340 
081-903 1576 
071-488 4345 



Marvellous 
Since 1868 

THE WM GROUP, INDIA, ARE 
THE LARGEST PRODUCERS 
OF SOME OF THE FINEST 


TEAS 




IN THE WORLD. 


THE WILLIAMSON MAGOR GROUP 
OF TEA COMPANIES 
principal offices 

FOUR MANGOE LANE. CALCUTTA 700001. INDIA 
PHONE : 20-2391, 28-6725. 28-8114 

NAM DANG HOUSE. 27, SHAKESPEARE SARANI 
CALCUTTA 700017, INDIA 
PHONE : 47-0696.47-17J6. 47-1673 


MAHARAJA FEATURES P LTD INVITES 

PARTICIPATION FROM MEDIA 
ORGANISATIONS/NON-RESIDENT 
INDIANS FOR SETTING UP A UK BASE FOR 
SERVING ETHNIC MEDIA. 
CONTACT: K.R. PADMANABHAN, 
MANAGING EDITOR, 
MAHARAJA FEATURES P LTD, 

P.O. BOX 16769, BOMBAY 400022, INDIA. 
TELEPHONE/FAX: 91-22-4094776 


EUROPEAN DEVELOPMENTS CORPORATION PLC 

Having Indan national* amongst our Directors/Shareholders, we are 
ml placed tr> understanding the Indan market and institutions. EDC 
specialises fan Restructuring Developing Economies/lndustries to 
frade oomp o fit i waly’ imder tree market oondMans. 

We are actively bivoived in: 

'JohtVsntuss * Restructuring ot 

• Strategic review/andysts Operations/managemeni/debt 

* SafesAnarteting • Effidency/quafity programme* 

* ImporVexport • Cultural aw a reness 

• Executive secondknent ■ Training seminars 
For more detaBs phone: (44) 0S538 - ! 781 

fax: (44)095 381434 


FOI IN INDIA 
A Comprehensive 
Study 

£19+£2_50p&p 
FAX-(081) 458 8486 
EURO SUISSE 
CORPORATION 
LIMITED 


Young Manag er 

native of India (speaking 
Hindi), working in Paris, 
bolding the Belgian 
Nationality, willing 
io spread his experience 
foroughom Europe, 

_ India/Asia . 
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A family of monkeys In the temple area above Mysore fat Karnataka Stain 

One of the world’s cheapest countries 


The Gate of India, Bombay, wBh the Taj Mahal Hotel In the background 

T HE SHARP fall in the 
value of the rupee in 
recent years has helped 
to make India one of the cheap¬ 
est countries tn the world for 
the western tourist The gov¬ 
ernment has ambitious plan? 
to take advantage; the tourism 
industry, though encouraged 
by the level of ministerial 
enthusiasm, is sceptical about 
the chances that these will be 
achieved. 

India has set lofty targets for 
tourism in the past - and 
failed to reach them. Us share 
of- world tourism traffic has 
I remained at 0.4 per cent over 
the past five years and its for¬ 
eign exchange earnings from 

tourism have remained at $L3- A family of monkey* In the temple arm 

Last month Mr Madhavrao One Of the World* 

Scindia, civil aviation and tour- - — --- 

ism minister.' announced that 

he wanted India's share of m| ■ 

world tourism to rise to 1 per | 

cent within five years. By the ■ ■ M U | ■ I 

end of the century he wants ™ m m m 

both foreign exchange naming* 

and employment in the sector Mr Scindia, an effective rail- India’: 
- currently 14m - to doable, ways minster between 196S and fancii 
The country's lacklustre per- 1090, is viewed as a breath of raise' 
fa rmance last year, previously fresh air by tour operators and touris 
designated as a year for tour- hoteliers, even though his rep- 3m oi 
Ism, is explained in part at station has been tarnished equal 
least by events outside the recently because of controver- achie’ 
industry's control sies over civil aviation. Malay 

The Gulf War upset the best- ffis plans for tourism include The 
laid plans of all the countries improving the quality of the those 
in the region and the violence infrastructure, particularly India 
surrounding the Indian general transport, increasing foreign positic 
election campaign made the investment and earing the vast Gupta 
sub-continent less attractive array of government controls minisl 
still. "The tourism ministry and bureaucracy which hold per ci 
does not have an in-house back the industry and provid- count 
astrologer,” says Mr Scindia. ing financial encouragement Assoc 
"If we had one he would have for hotel building. Asian 

cancelled the year for tourism Compared with the perfor- within 
before it began.” mance of its neighbours, Indi; 
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for western visitors is trying to do more to attract them 


Tourism targets seem not too fanciful 


India’s targets do not seem so 
fancifuL Even if it were to 
raise the annual number of its 
tourist arrivals from L7m to 
3m or 4m, it would still not 
equal the 4m-plus already 
achieved by Singapore and 
Malaysia. 

The main advantage that 
those two countries have over 
India is their geographical 
position. According to Mr AJL 
Gupta, joint secretary at the 
ministry of tourism, at least 80 
per cent of those who visit 
countries belonging to the 
Association of South East 
Asian Nations come from 
within Asean. 

India’s problem is that it is 


relatively isolated from the 
main sources of tourism. “The 
foreign tourist ban tO maka up 
his mind,” says Mr Gopta. 
“India is not a country for an 
impromptu visit." 

Nonetheless, India’s infra¬ 
structural problems do not 
make it easy for spur-of-the- 
moment visitors. Internal 
flights w ithin India are often 
booked some days in advance 
and, while anyone with corpo¬ 
rate contacts can usually 
arrange a late booking, that is 
of litfln use to the leisure tour¬ 
ist 

.To help ease the congestion, 
the government has inaugu¬ 
rated an open skies policy 


whereby independent opera¬ 
tors can set up airlines 
between the main cities. Three 
companies are already flying 
between them about 15 737s 
but the foreign exchange 
expense of setting op in the 
business has led to problems 
for other potential entr ants 

Meanwhile, progress has 
been marie in making Indian 
Airlines flights more punctual 
and the tourism ministry says 
88 per cent oh trunk (metropol¬ 
itan) routes are on time. Afore 
customer-friendly policies, 
such as warning passengers of 
impending delays, are being 
introduced. 

To bring more people into 


the country, the government 
has eased rales on charter 
flights. Whereas an airline 
would previously have to wait 
six months for clearance to 
bring in a chartered flight, 
arrangements can now be 
made within 24 hours, says the 
tourism ministry. It expects 
the number of charters to 
increase to at least 400 in 
1992-93, against a previous 
norm of 12S. 

To achieve its targets, inrffa 
will also need to spend far 
more to increase the number of 
Its hotel rooms. There are now 
some 44,000 in the approved 
sector, perhaps half of what is 
needed. 


Upmarket hotel chains are 

already planning si gn HI rant 

expansion. The Welcomgroup 
has a Rsi.Gbn development 
plan, for the next three years 
which is expected to increase 
by 50 per cent Its capacity from 
the present 2^00 rooms. 

Last month's government 
tourism plan increased from 3 
to 5 per cent the interest sub¬ 
sidy available to some two- and 
three-star hotels, while discon¬ 
tinuing subsidies for four- and 
five-star rated hotels. 

Investment in hotels and 
other facilities will also be 
APMu iwijpid in s pecial tou rism 
areas where tax concessions 
will be made available. 


This reflects a government 
desire to move away from the 
previous even-handed 
approach to the various 
regions. 

Fifteen specified circuits and 
destinations are being identi¬ 
fied for concentrated market¬ 
ing and development. That 
should take some of the pres¬ 
sure off the Golden Triangle of 
New Delhi, Agra and Jaipur 
which, in peak tourism months 
at least, is close to full capac¬ 
ity. 

The government's decision to 
seQ 60 per cent of its equity hi 
24 hotels managed by the 
Indian Tourism Development 
Corporation could also 
increase the supply of quality 
accommodation. Foreign com¬ 
panies are being invited to 
take stakes of up to 40 per cent 
in the hotels which will be 
marketed in batches of four. 

I t remains to be seen how 
interested foreign compa¬ 
nies will be in joining ven¬ 
tures in which the government 
will still hold 40 per cent of the 
equity. A further deterrent is 
that the hotels, which com¬ 
prise one of the largest chains 
in the country, have staff-resi¬ 
dent ratios twice as high as 
private sector hotels. 

Foreign investment in pri¬ 
vate sector tourist enterprises 
has also been made possible 
through recent liberalisation. 
The Wgb price of land in cities 
win remain a brake on devel¬ 
opment, particularly an two- to 
three-star hotels which are 
needed more urgently than 
pricier units. 

All of these developments 
have encouraged the tourism 
industry that real change is in 
the offing, but grievances 
remain. 

The Indian Association of 
Tour Operators says the gov¬ 
ernment’s introduction of a 20 
per cent tax on foreign cur¬ 
rency payments at hotels 
where nightly rates exceed 
Rsi.200 will weaken the enthu¬ 
siasm of foreign tour operators 
to organise trips to India. 

The association also wants 
tiie government to allow more 
luxury cars to be imported, 
which it says are needed for 
the industry. 

Few in the industry are con¬ 
fident that the government can 
achieve all of its targets, but 
growth in tourist arrivals and 
foreign exchange receipts of 
between 10 and 15 per cent a 
year is considered eminently 
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Larsen &Toubro Group of Companies 

committed to quality and customer service 



Larsen & Toubro Limited was 
established in 1938 by two Danish 
engineers, H. Hoick-Larsen & Soren Toubro. 
Today, L&T is the fifth largest company in 
India, holding leadership position in 
designing, manufacturing, instal&ng plant 
and equipment for vital projects - chemical, 
petrochemical, cement, steel, paper, power 
generation, food processing, packacjng, 
construction, material processing, space 
research, defence.... 
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L&Ts Computer Centre, Bombay. L&T provides 
offshore and on-site software development services to ' 
cfients worldwide. 

For more than half a century, L&T has 
been absorbing technology worldwide. 

Our host of collaborators are international 
leaders in their respective fields. 

The Company continues to look for new 
tie-ups in keeping with its corporate goal - 
bringing advanced technology to India 
Developing Innovative capabilities and 
manufacturing skills. Using R&D as a 
response to customer needs. 


The endeavour made L&T a pioneer in 
the manufacture of dairy equipment, 
hydraulic excavators, nuclear power 
reactors... the largest manufacturer of low 
tension switchgear, a major innovator of 
construction technology, a leading 
manufacturer of industrial valves.... 
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mechanical engineering and construction 
services to projects in India and abroad. 


m ■ & „„ 

- r >■: - 

9 " 




'IFl.&SHiFT 

-IFTtSHIFT 


India's first hydrocracker reactor manufactured by L&T 
for Indian OB Corporation United. 

Our ever widening spectrum of activities 
include cement manufacture, granite, 
shipping, medical electronics, computer 
peripherals, telecommunication systems, 
software development services... 

ECC, our Construction Group, offers 
comprehensive civil, electrical and 
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Terminal complex - Abu Dhabi Akport - constructed 
by LOT. 

L&T has three subsidiaries and two 
associate companies, twenty sophisticated 
manufacturing facilities across the country 
and a network of offices and service centres 
all over India as well as offices in Germany, 
U.SA, Moscow, Malaysia.... 
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RageneratorfebrkatedltyL&TatH&zfrBWfertefor 

M^arjuna FertiTctors & Chemlc^s Limited. 



The unifying link between them all is the 
dynamic drive and dedication of people - 
people who believe that excellence is linked 
with a total commitment to quality and 
customer service. 


Products and services include: 

• Earthmoving and road building 
equipment 

• Rant and equipment for the 
chemical, fertilizer and food 
processing and material handling 
projects 

• Switchgear and petrol 
dispensing pumps 

• Computer peripherals and 
telecommunication equipment 

• Medical diagnostic instruments 

• Transmission lines 

• Construction services 

• Bottle closures 

• Tyre curing presses and rubber 
processing machinery 


For more details, contact; 


LARSEN & TOUBRO 
LIMITED 

where technology moves with time 
L&T House, P.O. Box 278, 

Bombay 400 038, India 

Tbc 11-73346 Fax; 91-22-262 0223 
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T HE DIVISIONS among Indian trade 
unions suggest that they should be 
a soft target for governments want¬ 
ing to force through labour law rh*ngp«_ 
The appearance Is deceptive.. 

In a country where governments are 
loath to abandon the consensus tradition, 
onion opposition has delayed the formula¬ 
tion of policies that would make It easier 
for employers to shed labour. 

There are about 70,000 unions tn India. 
And instead of (me or two co-ordinating 
forums for all mtinna, common In many 
countries, there are at least nine - the 
number recognised by the Ministry of 
Labour - and all have different political 
agendas. 

Indeed, one reason for the profusion of 


E very day, about 2 s 
workers torn up at a 
factory in Delhi where, 
according to management, 
they are paid to do nothing. 

The factory’s plant was long 
ago removed by its owner, the 
electronics company Weston. 
But repeated requests to the 
workers that they transfer to 
another factory or leave with 
compensation have been 
turned down. 

Mr Sunder T. Vacbani, man¬ 
aging director, says the 25 are 
each paid Rs3,000 (£56) a 
month, an average wage in 
Delhi for a production worker, 
but he adds they spend much 
of their time asleep. He has not 
approached the government for 
permission to make them 
redundant* he predicts that It 
would be refused. 

Weston and thousands of 
other Indian employers have a 
surplus of labour, because they 
are bound by a plethora of 
rules and regulations which 
make the redeployment and 
retrenchment of workers 
extremely difficult. If not 
Impossible. 

The government has sig¬ 
nalled a willingness to act, but 
is encountering enormous 
problems in formulating a pol¬ 
icy, both to make it easier for 
private companies to exit and 
on 58 so-called sick industry 
units which it wants to move 
out of public ownership. 

With the help of a 5500m 
loan from the World Bank, it 
plans to set up a national 
Renewal Fund to provide 
resources for dealing with dis¬ 
placed workers. But that is of 
limited use in a country that 
has no social security net to 
catch anyone made redundant 
but has huge labour surpluses. 

Overstaffing is most severe 
in the public sector. The World 
Bank has identified it as one of 
the most serious obstacles to 
Indian industry’s competitive¬ 


Divided they may be, but they are not a soft target, reports Michael Smith 

The key to the unions’ strength 


trade union centres is that many see 
themselves as the industrial anus of polit¬ 
ical parties. The ties are all the stronger, 
because many members of parliament 
remain union leaders after their election. 

The key to the onions’ strength Is the 
areas where they are organised. Among 
316m workers, only about 25m, or 8 per 
cent, belong to nnions, according to 
labour ministry figures. 

But while their representation Is almost 


non-existent in many areas of the unor¬ 
ganised labour sector, their penetration in 
the organised sector is high. 

The organised sector is only 31.6m 
strong, against the unorganised sector’s 
285m, but it includes the public sector 
and the vast majority of India’s large 
employers. 

Industrial action, or the threat of it, can 
have a powerful effect there. Unions 
which staged a one-day strike against the 


Overstaffing in the public sector 

No exit, so far 


ness. It estimates that there is 
a surplus of 250,000 to 300.000 
workers in the public sector; 
many believe that to be an 
understatement 

Partly as a result, the Indian 
public sector includes numer¬ 
ous sick units whose liabilities 
exceed their assets. The 58 
units being tackled by the gov¬ 
ernment now have accumu¬ 
lated losses of Ksioobn and a 
total workforce of 470,000. 

Private sector employers 
want an exit policy for the pub¬ 
lic sector, so that losses can be 
tackled, inflation rates cut and 
taxes reduced. But many want 
a government policy to make it 
easier few themselves to tackle 
inefficient workers and loss- 
making units. 

In theory, provision already 
exists, through the Industrial 
Disputes Act, for closing down 
unprofitable units. However, 
job security and compensation 
arrangements are subject to 
more than 100 regulations, and 
the act confers discretionary 
powers of decision on states 
and gov er nment 

However, the laws of many 
states forbid closure, and 
states which have a more lib¬ 
eral regime are reluctant to 
assent to closures and redun¬ 
dancies. 

Companies which close uni¬ 
laterally, without permission, 
face losing plant and equip¬ 
ment without compensation. 
State governments will often 
take over the operations and 
run them at a loss, rather than 
see workers lose their jobs. 

Many industrialists believe 
the success of the economic lib¬ 
eralisation will be jeopardised 



More gainfully employed; 
workers at another plant 
of Weston, an 
electronics company 

unless the government formu¬ 
lates an exit policy. "Entrepre¬ 
neurs and foreign companies 
will be reluctant to get into 
manufacturing if they feel 
there is no way out if they get 
into difficulties,*' says w He 
is having difficulties finalising 
a joint venture with a Japanese 
company, because of the lack 


of an exit policy tn India. 

Among organisations seek¬ 
ing a tougher approach is the 
Federation of Indian Chambers 
of Commerce. Mr V. C. putt, its 
chairman, called on the 
government for employers to 
be able to cut back at least 1 
per cent of their workforce 
without going' through the 
“proper labour and legal proce¬ 
dures." 

. But the government, in 
treading warily an formulating 
a policy, can claim that the 
clamour for r eform from indus¬ 
try is by no means universal. 

Mr Taran Das, director gen¬ 
eral of the Confederation of 
Indian Industry, is sceptical 
about the need for radical 
change in labour laws, 
“Employers are already shed¬ 
ding labour an d their organisa¬ 
tions are becoming leaner," he 
says. “Much more needs to be 
done; there is overmanning 
across the board. But compa¬ 
nies can already do it, provided 
they have the consent of the 
unions.” 

Job-shedding can be 
achieved even without the con¬ 
sent of anions. Earlier this 
year, union leaders at Premier 
Automobiles advised members 
to tom down an early retire¬ 
ment package, but about 3,000 
of the 9,500 workers rejected 
their advice. In such circum¬ 
stances, the state did not inter¬ 
vene; nor did it want to. 

Nonetheless, Mr Vinod 
L. Dodd, chairman, believes an 
exit policy is needed. “We do 
not envisage it, but if for any 
reason demand does not pick 
up and we are in (fire trouble, 
we will have no means of for- 



And here’s how Indhank can 
help you take advantage of 
new emerging opportunities. 

The msotmencclimate in India hunt 
favourable now for die foreign investors and 
collaborator. 

Indhank Merchant Banking Services 
welcomes you to India with every imaginable 
merchantbanking service yotfd need to 
succeed in India. 

Indbank is a wholly-owned subsidiary of 
Indian Bank, the sixth bigest commercial 
bank in India, with a breed of professionals 
experienced in every single facet of merchant 


Services from Indbank include counselling 
for non-resident Indians, mage s and 
acquisitions, project counselling, equity issue 
management, investor services and stock 
broking, loan syndication, treasury 
management, leasing and hire purchase... 
besides custom-made services to suit your 
particular need. 

Indhank, with its vast resources in terms of 
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Get in touch with us soon. 

\WI1 let you get die best out of business 
opportunities in India. 


The spirit of liberalisation is sweeping India. 
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econondc reforms last November claim 
that it was only afterwards that the gov¬ 
ernment became eager to talk to them 
about their views on the changes. 

The strength of union opposition to the 
reforms varies. The common lst>backed AH 
India Trade Union Congress Is totally 
opposed. Mr T.N. Siddhanta. secretary, 
says the previous, restricted economy 
“has served us wen. I do not say every¬ 
thing was done correctly, hot we have 


been able to stand on oar own two feet. 

-Libe ralis ation is more and more 
expressing itself against the interests of 
the workers." 

The Indian National Trade Union Con¬ 
gress ffntnc), which is allied to the Con- 
gress-I party rfahns to be the largest 
grouping, takes a softer line, and did not 
participate in the strike last November. 

However, it opposes foreign co mpani es’ 
talcing - a stake of up to 51 per cent In 


Indian enterprises. “They will press out 
Indian companies that are doing all 
right? says Mr S.N. Rao. its spokesman. 

And Intoc is certainlyagafosta^i^ 

of allowing the closure of sick industrial 
units or labour rationalisation, fir to 
does not deny overstaffing, especially to 
the public sector, but he argues that that 
Is not the fault of the workers. 

But perhaps the most effective argu¬ 
ment at the unions' disposal Is that India 
has no social security or nner^ktfineiit 
benefit, and employment availability Is 
not growing. 

"The government has stopped recraft- 
ment for several years," says Mr sid- 
dhanta. “With employment generation 
nil, no-one will get a job elsewhere." 


ther reducing the workforce. 
Companies in other countries 
do not face the same con¬ 
straints." • 

With the views of industrial¬ 
ists appearing sometimes to 
conflict with each other - and 
the political pressures sur¬ 
rounding the formulation of 
the policy so great - it is 
hardly surprising that there 
have been some confus in g and 
often contradictory messages 
from senior ministers. 

As long ago as last Decem¬ 
ber, Mr Manmohan Singh, 
finance minster, promised an 
announcement within a 
month. Six months later indus¬ 
try is stm waiting. Other min¬ 
isters and Congress-I spokes¬ 
men occasionally say an 
exit policy is not under consid¬ 
eration. 

That, however, is more to do 
with their regret that the 
phrase "exit policy" was ever 
used, because of the emotions 
It arouses. Means to retrain 
and redeploy labour are cer¬ 
tainly under consideration, 
even if some ministers insist 
that the plans do not include 

“ tatrtmrhTTiBnt " 

In recent statements Mr 
P.V. Narasimha Rao, prime 
minister, has attempted to 
allay workers’ fears that the 
government’s industrial policy 
would not affect their inter¬ 
ests. Implementation of the 
sew policies would not render 
them jobless, he says. “What¬ 
ever we are doing, we are 
doing for the welfare of the 
workers." 

Such statements do not con¬ 
vince the trade union leaders, 
and it is difficult to see how a 
radical improvement in India’s 
industrial performance can be 
achieved without significant 
change to labour laws. That, in 
turn. Is hardly likely to work 
to the advantage of workers. 

Michael Smith 


Profile: P. S. SANGMA 


Easing the shackles 


H E WILL not make the 
final decisions. But as 
acting labour minister, 
Mr P. S. Sangma will be highly 
influential in the government's 
formulation of controversial 
policies to deal with sick units 
and their workers in the public 
sector, and to ease the shackles 
imposed on industry to deal 
with surplus employees, writes 
Iflrinwi Smith. 

The deliberations are among 
the most difficult the govern¬ 
ment feces. In India, jobs have 
traditionally been viewed as 
the preserve of the holder for 
his or her working life. 

The political sensitivities 
that surround the issues have 
already contributed to the 
departure, several months ago, 
of Mr P. Ramamorthi, Mr Sang¬ 
ma’s predecessor at the labour 
ministry. 

Mr P.V. Narasimha Rao, 
prime minister, thought to be 
considering a significant re¬ 
shuffle of his cabinet, took on 
the job himself for a short 
period, but then decided to 
appoint an anting replacement 
Mr Sangma was familiar with 
the brief, having been labour 
minister in 1986-87. 

Still only 44, he has wide 
experience in government, 
although below cabinet leveL 
A lawyer by profession, be was 
elected to parliament in 1977 at 
the age of 29. When Congress 1 
was next returned to power. In 
1980, he became a deputy min¬ 
ister and served in that post in 
industry and foreign affairs 
before becoming minister of 
state (home). 

rJirn many other government 
ministers. Mr Sangma returned 


to his home state when Con¬ 
gress I lost power. In his case 
he was chief minister in Megh¬ 
alaya for three years before 
Congress X was returned to 
power last year. He was then 
appointed coal minister, a non¬ 
cabinet job which he retains 
alongside his labour brief. 

Mr Sangma visibly enjoys 
the cut and thrust of parlia¬ 
mentary debate, and can often 
be seen smiling when con¬ 
fronted with challenging ques¬ 
tions. But his approach to his 
ministerial Jobs is by no means 
adversarial 

A lthough he jokes about 
the lack of unity among, 
trade unions - “there 
are nine trade union centres, 
and that makes it easier for us: 
we can make them fight , each 
other” - he says he Is trying 
to impress upon union leaders 
tile need to work together. 

“It would give them more 
bargaining power," he 
explains. “For any honest 
employer, it is better to have 
one union than several to deal 
with. If the unions are united, 
it is better for the working 
classes.” 

Mr Sangma says he is in 
favour of the unions, though, 
on one condition: that the lead¬ 
ership gfawM na me from tile 
workers themselves, and hot 
from political parties. The gov¬ 
ernment is proposing legisla¬ 
tion which would limit outsid¬ 
ers on union, executives 
(including MFs) to 10 per cent 
of the leadership. 

Although this may meet 
union opposition, the bigger 
fights will be over the public- 


sector sick units and any 
amendments to labour laws. 

Mr Rang pm , who chairs the 
tripartite committee to con¬ 
sider the impact of the new 
Industrial policy on labour 
issues, has tried to allay the 
fears of unions, by telling them 
that tiie government intends to 
“safeguard the interest of 
workers". 

The government would like 
to rationalise labour through 
voluntary retirement, retrain¬ 
ing and redeployment, he says. ^ 

Mr Sangma points to agree- w 
meets such as that recently 
negotiated by him in the state- 
owned coal mines. Under this, 
workers have, for the first 
time, agreed that any new 
mines shall take only 30 per 
cent of their employees from 
new recruits to the industry. 

The rest will come from other 
mines where they are viewed 
as surplus labour. 

The problem with the 58 sick 
units earmarked for moderni¬ 
sation is that their financial 
position is already tenuous, 
and same would be considered 
unviable in other countries. 

• Mr Sangma says he hopes 
most of the units can be 
revived. “In a few cases, where 
there is no chance of revival, 
we are wilting to hand them t 
over to workers' co-operatives, “ 
and we will write off all the 
past losses and liabilities and 
give them finance." 

And if that; does not work? 

“We will see later on,” replies 
Mr Sangma. He laughs his 
infectious laugh, but in a way 
that suggests he realises that 
that will be the crucial test of 
government policy. 



For over five decades, Mukand has 
been synonymous with steeL 

Mukand is rodia’s largest producer 
of the widest range of stainless and 
speciality steels; leads in exports of 
alloy steel castings; designs and 
builds some of India's biggest, most 
complex cranes and machines; helps 
launch her rockets; and undertakes - 
execution of turnkey engineering 
projects. Making it a multi-product, 
multi-division, Rs.50O-erore 
conglomerate that knows how to make 
steel engineer it and use it 
effectively. 

In 50 years. Mukand has truly * 
become a mastermind In steel. 
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Coal scuttle thrown open 
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N obody is as yet 

talking about the pri- 
CTrtaattew of Bib ftvHan 

coal Industry, - which was 
nationalised two decades ago. 
But under the new economic 
order the coal Industry. like 
any other public sector under¬ 
taking. cannot depend an the 
government far financing new 
projects. So New Delhi will 
have no alternative but to 
invite private sector participa¬ 
tion in a number of coalmining 
areas. 

According to Mr S.K. Chow- 
dhuiy, ch«inH? n of Coal r™Ha 
Limited (CIL), those which 
may be thrown open to the pri¬ 
vate sector include washeries 
(where the ash content in coal 
Is reduced), power plants to 
supply electricity to the mines, 
workshops for maintenance of 
equipment and shaft shikhig 
and other mine development 
activities. 

The coal sector's allocation, 
for the eighth five-year plan 
launched in April 1992 is 
Rsll5biL But government bud¬ 
getary support win he limited 
to Rs28bn. Doubt persists on 
whether CIL will be able to 
find the for the projects 


Kunal Bose says that New Delhi 
has no alternative but to 
invite private sector participation 
in new projects. At the same time, 
the industry has a four-prong 
plan to achieve “self-reliant growth’ 


ide nt ifi e d in the plan. Its pro¬ 
duction target for 1996-97, the 
plan's final year, is 258m 
tonnes. 

Because of the strain on its 
resources, the government has 
no alternative but to invite pri¬ 
vate sector participation in as 
many areas as possible. A 
more important move under 
consideration is for the govern¬ 
ment to permit bulk consum¬ 
ers of coal such as power, steel 
and cement to have captive 
mines. 

Industries for which coal is 
the principal raw material 
would heave sighs of relief if 
they were allowed coalmining 
rights. There is a running bat¬ 
tle between CIL and the major 
coal consumers over the qual¬ 
ity and quantity of coal sup¬ 
plied. For example, there was a 
supply shortfall of over 6m 
tonnes of coal to the power sec¬ 
tor in 1991-02. 


Mr Porno Sang ma , minister 
for coal, admits that “com¬ 
plaints regarding the size and 
quality of coal continue to be 
an area of major concern”. The 
complaints mostly relate to the 
high a<th content of the fuel 
and the presence of such mate¬ 
rials as stone and mud. 

T he minister believes that 
joint Inspection by the 
producer and the con¬ 
sumer at the loading point will 
largely eliminate the com¬ 
plaints. But to Improve the 
quality of coal will tall for the 

setting up of washeries close to 
the mines as a private initia¬ 
tive since CIL does not have 
the money to do the job. 

A study by experts found 
that a 7 per cent reduction in 
ash content would lead to an 
improvement of up to 28 per 
cent in the calorific value of 
coal and a 7 per cent saving in 


transport costs. 

dL, which needs substantial 
foreign exchange to finance 
Imports of equipment and 
spares, has decided to give a 
major thrust to the export of 
coal and coke. Its newly cre¬ 
ated export unit hopes that 
exports will reach 2m tonnes in 
a couple of years. In addition, 
Mr Chowdhury explains. It 
hopes for an extra Rs350 a 
tonne. 

The single largest corporate 
employer in the world which 
no longer expects the govern¬ 
ment to take care of its losses, 
according to its chairman, dL 
achieved an improvement in 
the year to March 1992. The 
company earned a net profit of 
Rslbn against a loss of 
Rs2A3bn in 1990-91. 

How badly the coal business 
was ran in the post-nationalis¬ 
ation period is evident from 
CIL’s accumulated losses of 
Rs22bn. 

The perennial bane of CIL 
has been low productivity in 
the underground mines and 
equipment problems in the 
opencast mines. According to 
Mr Sangma, In the five years to 
1991-92. the wage cost per man- 



The coke quenching plant at Durgapur steel plant In West Bengal 


shift cose by 58 per cart, while 
the output per manshift In the 
underground mines, where 
nearly 85 per cent of CIL’s total 
manpower is deployed, 
remained stagnant at 0.53 
tonnes. 

With wage costs equal to 85 


per cent of the selling price of mines. 


coal produced in the under¬ 
ground mines, the loss on pro¬ 
duction of 80.31m tonnes in 
1991-92 is estimated at RslObn. 
However, the loss has been 
made good by the profits 
earned from production of 
147.51m tonnes in the opencast 


Output in the opencast 
mines, however, leaves consid¬ 
erable room for improvement 
If the equipment which now 
remains idle for nearly 55 per 
cent of working hours is put to 
more efficient use, that would 
help. The poor equipment util¬ 
isation is In spite of “fairly 
high investment in work- 
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’HDFC 

is how 

over 600,000 
Indian families 
spell the word 

HOME'. 


WE DIDN'T WANT TO 
MAKE ANY TALL CLAIMS. 
WHICH IS WHY 

WE'RE PLACING SUCH A SMALL AD. 


The challenge for CIL today 
Is to generate enough 
resources to ensure “self-reli¬ 
ant growth”. According to Mr 
Chowdhury, the aim is to 
achieve this in four ways. 
■First, the underground min¬ 
ing operation which has suf¬ 
fered because of inadequate 
supervision, delays in project 
implementation anti neglect of 
dip development Is to be thor¬ 
oughly overhauled. 

■ Second, in its obsession to 
step up coal production, CEL 
has In the past sacrificed the 
quality aspect. In the past 
decade, the share of superior 
grades in total coal production 


AaHoy Athwood 


has declined from 35 to 14 per 
cent The aim is to raise this to 
20 per cent within three years. 
■Third, CIL has planned to liq¬ 
uidate coal stocks by 20m 
tonnes to a more manageable 
27m tonnes during the current 
year. But CIL cannot achieve 
the target if the railways do 
not press into service sufficient 
numbers of wagons. There is 
also scope to reduce the inven¬ 
tory of stores by Rslbn. 

■The fourth task is to step up 
the export of superior grades of 
coal to realise extra value. 

While the government has 
yet to show the political cour¬ 
age needed to close any of the 
uneconomic min**;, it is trying 
to cope with the estimated 
50,000 surplus workers by rede¬ 
ploying them In new coal pro¬ 
jects and offering them an 
attractive voluntary retirement 
scheme. 

However, in this CIL will 
need the support of state gov¬ 
ernments, some of which are 
run by non-Congress parties. 



Over a decade ago, HDFC pi on eered the 
concept of housing fiance In 
Today, mortgage finance to 
Indian households has ^ 
become a major financial 
.services industry, vital . 
towards promoting home 
ownership 'n the country. With loan T 
approvals of over US $15 bfion far 
over 600,000 households through a 
branch iwbrarkaf2B offices throughout 
the country, HDFC has established itself as 
a major financW InsSuflon In the Asian 
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technical assistanceand training, HDFC has 
astabfetodteown Centre tor Housing 
Finance and has also taken 
m the initiative to promote a 

■ Coafition of Housing 

Finance Institutions in Asia, 
UraP consisting of major housing 
FVfinance and research Institutions in 
Thailand,Korea and the Philippines. 
Behind these efforts Is our consistent 
commitment to customer service and 
operational efficiency. The basis for our 
domestic and international reputation. And 
this te just the beginning... 

Registered Office: 

Housing Development Finance Corpn. Ltd., 
Ramon House, 189 Backbay Ractemation. 
Bombay 400020, India. 

Tot220282(8fines) Fax:22-2046758. 


We know the way home 


Suitings for the connoisseur 
Internationally. 



nigjam is India's largest exporter of high quality wonted 
fabrics to the fashion conscious countries of Europe. 


Thirty-three of the top fifty Indian companies are our clients. 

W, are present in virtually every area of finance. 

^X^e've recorded a 100% increase in profits every year, for the last 
5 yean. 

We made history on the Bombay Stock Exchange. 

On die very fine day that we opened, our share was quoted at 130 
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This is the highest ever listing price for any company in the Indian 
corporate sector. 
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If you're interested in business opportunities in India, we would love to 
meet you. 

Q KQUK MAHUMA 

m ■ uvasci ii*im 

HLO. J6-38A. 3td Floor, hfarinwn Bhavan, 227 Nariman Pome Bombay 400 021. INDIA 
TcL 2029933 (8 lines) fine (91) 22-202739! Telex: 011-85129 KMFL4N 


Smtihem PemthookoL fwdktfries Corporation 
Limited (SPEC). In a short period, we have oxford to 
Become one of Indio's top notch industrial congfomeratzs. 
With our Group turnover axadbuj Rs.12000 ntti&on, we 
are among tfie Jkst ten In India. 

This tremendous growth is due to die weff tfougftt 
out (five rstflauion progra mm es, implemented by us - both 
in India and abroad* 

Springing jam a sound base in. Fertilisers, we have 
diversified brio Seeds, Gypsum, Btogrowtfi Regulators, Bio- 
Antifiedaxtts, Bioddes, Bfo-Fertifisere, Fine Chemicals, 
Heavy Chemicals, PetmfuamatSs, Pharmaceuticals, Shipping, 
EicctrtmicSj Project Management Services and Engineering 
& Construction -off areas wtidi- have Testified in our Group 
setting a. fist pact <f growth. 

Another jeatker in our cap is htodomCAmmatics 
and Petrochemicals Corporation. Limited (AROCHEM). 
This Rs.17000 mWon project cch-fnmwttd with the giant 
public sector enterprise - "Madras Refineries Limited (MRL), 
w iff be one of the largest aromatics pro j ect s in India. 

SPEC- Wt tat justifiabfy proud of the feathers we 
have e ar ned. 


“Doing Business 
in India” 

For a con^plimentary copy of the Masons/ 
Trade Advisoiy Committee for South Asia 
Guide to Doing Business in India, which 
contains details of recent changes in foreign 
investment regulations in India, please 
contact: 

Arun Singh 


We offer legal and practical experience to 
companies looking to start up or expand 
business operations in the Indian Sub- 
Continent 

• Contractadvice and drafting 

• Technical collaborations 

• Joint venture vehicles 

• Claims and disputes 


Solicitors 
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The Suitirgs and the Menswcar that the well dressed 
people are at borne in. 


The world over. 
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How business houses are achieving an international presence 


FOREIGN INVESTMENT 


Small fish in a big pond More, but still not enough 


T HEY are just minnows 
In a global pond. Yet 
they are not insignifi¬ 
cant They do not possess the 
financial muscle of American 
and Japanese multinationals, 
but they are chiselling out an 
international presence. 

Forty-five years after inde¬ 
pendence, Indian business 
bouses are dipping their toes 
into unfamiliar waters. Lead¬ 
ing the charge is RPG Enter¬ 
prises, India's sixth biggest 
business house. The Bombay- 
based group is building a 
Rsl20m car tyre plant in Sri 
Lanka, It Is scheduled to go 
into commercial production by 
the mid of the year. 

“Once full production is 
reached, we expect annual 
sales to be Rs300m, n says Ur 
Harsh Goenka, the yoafchfhl 
chairman of RPG Enterprises. 

Government-run companies 
are not far behind the private 
sector. The Baroda-based 
Indian Petrochemicals Corpo¬ 
ration Ltd CIPCL) wants to set 
up a $ 200 m, 100,000 tonnes a 
year acrylonitrile plant in 
Yambu, on the western coast 
of Saudi Arabia. According to 
Ur Hasmukh Shah, IPGL chair¬ 
man, the engineering phase 
“will commence after August 9 . 

Other important projects 
Include a Rs35bn oil refinery at 
Jebel Ali in Dubai by the Bom¬ 
bay-based Ambani group and a 
Rs7.4bn rayon grade pulp plant 
in Indonesia by the Delhi-based 


Thapar group. Meanwhile, a 
handfol of Indian business 
houses already runs significant 
International operations. 

Singapore-based Mr Rajan 
Plllai, head of a Rsl2bn bread 
and biscuit empire, controls 
New Zealand's biggest biscuit 
company. Mr P.fL Mittal, bead 
of the Rsl3bn Calcutta-based 
Ispat group, runs the largest 
steel mill complex in Indones¬ 
ia’s private sector, hi Malaysia, 
Bombay-based Mr Adilya Biria 
operates one of the world’s 
largest palm oil refining 
plants. From Essex, Mr Vfo'ay 
Mallya supervises 17 manufac¬ 
turing units, spanning 18 coun¬ 
tries, which generate revenue 
of Rsl&65bn. 

This surge of international 
activity among Indian business 
houses coincides with an awak¬ 
ening realisation among for¬ 
eign companies of India’s 
attractiveness as a large con¬ 
sumer market and as a poten¬ 
tial manufacturing base. 

There are several reasons 
why Tndi«n businessmen have 
chosen to come out of their 
fliwiia at this point of time. 

first of all, Indian technol¬ 
ogy appears to be coming of 
age. RPG’s Enterprises's Sri 
Lanka project la a case in 
point Within India, all the six 
major tyre companies have 
been established with help 
from global leaders such as 
Dunlop, Pirelli and Interconti¬ 
nental. The RPG project how¬ 


Axe YOU looking for: BUYERS in INDIA for your 
| Technologies, Equipment or other Quality 
Products? Industrial COLLABORATIONS? 
OPENING up of the Indian Economy TODAY offers 
UNPRECEDENTED opportunities to FOREIGN 
companies both for SALES in the VAST Indian 
MARKET and participation in JOINT VENTURES. 
Foreign investors can now own 51% in a local 
company. 

With our knowledge of India and contacts, WE offer 
effective professional services to make your 
business efforts successful. 


Interested parties please contact, with full 
particulars. Write Box A588, Financial limes. One 
Southark Bridge, London SE19HL. 


ever, is based solely oh tech¬ 
nology provided by Ceat. a 
RPG Enterprises-run company 

in which the Goenka family 
holds a 40 per cent equity 
interest and Italy’s Ceat owns 
10 per cent 

For some businessmen, the 
motivation seems to be a need 
for international recognition. 
In India they may be powerful 
players, but they want to be 
more than just big fish in a 
small pond. As Mr Mallya puts 
it “We want to be a large 
International group based in 
India, operating a broad spec* 
trum of businesses in associa¬ 
tion with the world leaders." 

Mr Shah of IPCL echoes this 
sentiment. "While the new eco¬ 
nomic policies place a pre¬ 
mium on export-led growth, 
IPCL believes that the mission 
is much larger in dimension. 
We should aim at international 
forays to emerge as.a force to 
reckon with in the petrochemi¬ 
cal industry worldwide.” 

Before that happens, die gov¬ 
ernment will have to ease the 
cumbersome controls on 
Turfian investments abroad. 
Aware of the bottlenecks, the 
government is now actively 
considering granting automatic 
clearances for Indian compa¬ 
nies planning to invest in over¬ 
seas joint ventures or wholly- 
owned subsidiaries. 

Procedures for granting 
approvals to the appointments 
of Indians on the boards of 
overseas companies in which 
investments may also be 
relaxed shortly. Combined with 
the imminent free convertibil¬ 
ity of the rupee, these should 
further stimulate Indian 
groups to go globaL 

Despite the enthusiasm of 
Indian businessmen, so far the 
dip into international waters 
has been rather timid. Most 
lean on local partners for 
expertise and funds. IPCL’s 
acrylonitrile plant is being set 
up in collaboration with the 
Alojain Corporation, part of 
the Saudi Arabian Xenel 
group. Mr Pillai’s Britannia 
Brands is a joint venture with 
BSN, the French food conglom¬ 
erate. The Thapars are setting 
up their pulp plant with P. T. 
Bfajadson Holding and Invest¬ 
ment of Indonesia. 

Financially , also, most of the 
new ventures tend to start off 
small RPG’S Sri Tan Van foray. 


for example, is extremely mod¬ 
est At Rsl 20 m, it is a mere 
drop in the ocean compared to 
the Rs30bn which the Goenkas 
propose to invest on projects in 
India. Of this, Rs4L5bn is ear¬ 
marked for expanding their 
Indian tyre interests. 

Mr Birla’s international 
adventures started equally 
bashfully. “By the late 1960s, I 
started feeling that south-east 
Asia would be a good place to 
be in. I began with a very 
small textile unit. I tfifnk the 
initial outlay was not even 
RslOm,” he recalls. This 12,000- 
spindle plant in ' Thai ¬ 

land honflma the take-off point 
for a multi-location, multi- 
product group of 11 companies 
whose combined sales are cur¬ 
rently $730m. Within India. Mr 
Biria’s group sales are Rs54ta. 

Despite their export growth, 
until recently I ndian business 
houses were unable to break 
out of their Asian boundaries. 
That is rapidly changing; with 
India's diamond mer chants set¬ 
ting the pace. Their manufac¬ 
turing outlets are in Surat and 
Bombay, but they buy dia¬ 
monds from London and Ant¬ 
werp and export them to New 
York and Hong Knng - 

Industry experts say that 
three Indian diamond firms 

(Rosy Bine, Jayem and Vqay- 
diamond) tower over the rest 
Not only are their sales higher 
(roughly SZOOm each), hut they 
differ from hundreds of 
run-of-the-mill diamond mer¬ 
chants because they operate 
cutting and polishing plants in 
several countries besides India. 

Mr Dilip Mehta of Rosy Blue 
has factories in Belgium. Sri 
Lanka, Thailand and Israel 
besides India. Mr VBay Shah 
(Vij ay diamond) has plants in ' 
the Philippines and Thailand , 
besides offices in Bombay, . 
Israel, Antwerp, Hong Kong i 
and New York. Though both ! 
maintain manufacturing ties 
with Surat, Mr Madhu Mehta 
of Jayem now largely operates 
out of Antwerp and Thailand. 

Does all this point to the 
birth of India Inc? It is too 
early to say. Nonetheless, 
today’s willingness of Indian 
business booses to look out of 
India and into the world’s win¬ 
dows reveals growing confi¬ 
dence and maturity. 


Gita Piramal 


Our products speak for them selves... 
and for us. Pioneers and leaders In 
professional electronics in India. Meeting 
the critical needs of Defence and other 
core sectors, for nearly four decades now. 
Through our equipment, systems and 
components. 
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With an Infrastructural strength of 
9 factories, advanced production and 
quality assurance facilities, skilled 
workforce of 20,000 people and over 
2000 engineers Including 650 engineers 
in Research fr Development, 

Bharat Electronics manufactures a 
broad spectrum of hi-tech products.' 
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Product range 

, ' \ * Defence communication 

■ \ equipment In HP. UHF, 

\ VHP microwave bands - 







■f \ * Telecommunication 

.* A networks, radio, . 

- \ multiplexing and 

\ switching equipment • 

\ -and antennae . . 

. \ * Broadcast and 

TV transmitters and 
studio equipment 

’ Satcom terminals for Communication 
and TV MetworKing 
Radars for Defence and Meteorology 
Optical and opto-electronk: equipment 
Simulators and software 
1 Semiconductors, IGs. crystals, LCDs and 
electron tubes - microwave, transmitting 
tubes. X-ray, TV-tie monitor tubes 


For more details, write (or 

The Qeneral.Msnager (international Marketing) 

Bharat Electronics Limited 
(A Government of Incfia Enterprise 
I US/2 Race Course Road. Bangalore SOOOO i ,rn£HA. 
Teh «l2)-a«fl887/ae3l l?/a«7342 
Telex: (043) 2477 BE ID. (049) 8090 SC in 
Telefax: (812) 288410/209097 . 
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M B K.K. Modi, the 
chairman of Godfrey 
Philips, a leading cig¬ 
arette manufacturer, is a busy 
man right now. last week he 
spent many hoars with the top 
brass of Stephana!. Tins Brit¬ 
ish company Is seriously con¬ 
sidering both marketing its 
range of women's wear and 
sourcing some of its produc¬ 
tion in iiwUa 

Next week, Mr Modi wffl be 
closeted with Disney execu¬ 
tives, looking at the prospect 
of dubbing the latter’s vast 
repertoire of chQdren’s movies 
Into various Indian languages. 

"Since the liberalisation 
programme started, the 
mphff of fa qntrTpg from for¬ 
eign companies has been phe- 
; nomenal," says Mr qt fa 

a far cry from the time we 
; wore oirt shoe leather trying to 
i attract companies to come to 
; India." 

The recent international 
i n teres t in fwain fa certainly 
not superficial. Very soon, 
Indians could be crunching 
bowls of Kellogg's Cornflakes, 
washed down by cans of Coke. 
These global brands are just 
two of the 950 foreign collabo¬ 
rations approved by the Indian 
Government in the past 12 
loontbs* 

In contrast, there were just 
666 approvals' in 1990. 
According to the Indian 
Investment Centre, 289 pro¬ 
jects Involving foreign equity 
worth Rs&Stim were approved 
in 1991. Figures from the 
Department of Industrial 
Development suggest that 78 

per cent of this amount was 
approved between August and 
December' 1991, or shortly 
after the first budget of the 
pres e nt gov e r nm ent. 

In January 1992, foreign col¬ 
laborations Involving 
BsZ.7fibn were approved — 
which is more than the whole 
of 1999, when there were just 
194 projects involved a mere 
Bsl^Sbn worth of foreign 
equity. February 1992 was 
even more remarkable. In just 
that one month, the figure 
shot up to Bs2491hn. Foreign 
in v estment seems to be finally 
canting to India in a Mg way. 

Currently, General Electric 
of tile US is possibly the larg¬ 
est foreign investor. It has tied 
up with half a d oa an Indian 
companies for products as 


diverse as refrigerators and 
washing machines (with God¬ 
rej), thermoplastics (with 
Indian Petrochemical Corpora¬ 
tion), and industrial, lighting 
(with Wipro). It has also 
evinced keen Interest in 
India’s ambitions energy pro¬ 
gramme and is likely to set up 
a electric power station once 
flip gnv p mwipnt hag finalised 

its power policy. 

Du Pont also has major 
Investment plans. These 
include a 6100 m venture to 
manufacture polyester base 
film for photographic, X.-ray 
and graphic.arts applications, 
to be located at Kurkumbh, 
»(par Pune in Maharashtra. 

Meanwhile, there fa a whole 
host of smaller projects involv¬ 
ing high-profile mnlflnaflfl n^ ftt 
such as Shell in petrochemi¬ 
cals, IBM in computers, and 


Even more significantly, 
dwjHp the obvious and dra¬ 
matic percentage increase in 
foreign investment, the actual 
total remains pjfflfog to inter¬ 
national terms. The question 
fa: why has India foiled to 
attract more?. 

India’s multi-layered 
bureaucracy is frequently 
cited as a key factor. Aware of 
international frustration, one 
of the first acts of the Nara- 
gfrnfoi Rao administration was 
to appoint a high-powered 
four-member foreign invest¬ 
ment board headed by Mr 
A. N. Verma, a senior civil ser¬ 
vant, to slice away at red tape. 
But it was unable to achieve 

mnrH 

Right through a sweltering 
Indian summer. Shell's manag¬ 
ing director, for example, 
cooled his heels in a Delhi 


Swapping horror stories is almost a favourite 
pastime-for foreign businessmen dealing with 
India. In trying to understand the logic for these 
delays, what most India watchers forget, or 
neglect to take into account, is the strong nexus 
between business and politics in the country 


Alcatel to telecom muBteati flUs. 

But just how much of this 
fresh i n v estm en t fa due to the 
welcome mat spread out by Mr 
ntarmwiMMi the finance 

minister, and (Ha much-touted 

“new economic policy* 
announced on July 24 last 
year? Beading between the 
lines, the answer fa: not very 
much. 

Companies win* G8 , Du Pont 
ami Coca-Cola, which head the 
list of major investor s, have 
long been interested to India. 
Most of their recently 
announced projects have been 
to the pipeline far the past two 
to four years. Even more sig¬ 
nificantly, almost all were tai¬ 
lor-made to salt India’s five- 
year plans. 

The Du Pont polyester base 
film project Is a classic exam¬ 
ple. “The Indian government 
was dear that foreign Invest¬ 
ment had to be high-tech, 
world-class and export-ori¬ 
ented. We centred our project 
around those objectives,” says 
Mr Bob Wray, business direc¬ 
tor of Dn Pont electronics. 
"Liberalisation only speeded 
Tip decisions.*' 


hotel, w aiti ng for final clear¬ 
ances for a RsSQtm naphtha 
cracker which Shell w an t s to 
set up with the Mafatial Group 
outside Bombay. He waited to 
vain. 

Swapping such horror sto¬ 
ries Is almost a favourite pas¬ 
time for fo r ei gn businessmen 
rfpflHng with. India. Tl\ 'frying 
to understand the logic for 
these delays, what most India 
watchers forget, or neglect to 
take into account, is the 
strong nexus between bustoess 
and politics to India. Ha new 
venture encroaches on as 
ggfaflng mnrwn, jk manage¬ 
ment will anxiously look for 
ways to protect its fruf. Often 
politicians and bureaucrats 
are all too ready to help out by 
staffing a rival's project . ' 

It took Pepd-Ccda over three 
years to set up a food process¬ 
ing and soft drink plant out¬ 
side Delhi. The undertaking 
almost became uuvlaMe to the- 
process. Though Its profit-end- 
loss account is nothing to 
write home about, the Pepsi 
venture at least managed to 
get going despite the multi¬ 
pronged and unabashed blitz 


Gita Piramal 


In a new India, 


you need an 
old hand . 




— / ndia- 850 million people (the 
world's third largest pool of dolled 
manpower). Vast tracts of fertile 
land (agriculturally, among the most 
productive nations). Now emerging 


exceeds US $1.5 billion. It 




capitalisation and has an 80-year long 
unbroken record of progressively 


Computer software 


cigarettes, agri-businesses, paper and 
board production, hotels, exports 
and international trade. A grow ing 
presence in marine farming and 
financial services. Plus active 
interests in packaging god printing, - 
and information technology. 


Printed packaging 


as a rapidly developing economy in 
Asia (with liberal government 
policies)... This b die land of 
opportunity today. 

And UC is the business house 
with a unique advantage in India. ' 

ITC is,the country’s most 
progressive, multi-business, 
professional group. With the largest 
product distribution network. With 
a leadership position in tobacco and 


Noui TTCs dmersitj and experience 
is available for pint verdures 
m India, mport-export^ 


arrangements, 




Edible oil procaang plant 


An associate of B A.T Industries 
p.Lc., the ITC Group turnover 


antnter-trade, 

third country sourcing, custom farming 
and international financial services. 

Come, invest to India. With die 
rrc advantage working for you. 


Come, sign up India, 


A 


GROUP 


International Business Division Fax Nos. Headquarters, India: 022-3624467: UK • (00816n«r a - 
USA : faoU 3791473', Dubai : fi084 ) 55484; Singapore: 2213683. *95573, 
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unleashed by Parle, a local 
soft drinks manufacturer. 

A Da Pont-Thapar Group 
nylon 66 project in Goa has 
not been as fortunate. The 
polyester cartel succeeded to 
delaying the Rsl.96bn enter¬ 
prise to the point where cost 
escalations rendered it finan¬ 
cially unviable. 

Another source of misgiving 
among potential foreign inves¬ 
tors is India's draconian 
labour laws. It is almost 
Impossible to fire workers or 
close down loss-making units. 

These are not the only trou¬ 
ble spots. According to Mr 
Alan Furness, British Deputy 
mgh Commissioner in Bom¬ 
bay, “there Is a degree of scep ¬ 
ticism about bow far govern¬ 
ment policies have really 
chang ed apd what this me an s 
in practice. There are also 
fears abont power alloc ation s 
and whether other infrastruc¬ 
tural needs will be fully met." 

Nonetheless, despite warped 
labour policies, a stubborn 
bureaucracy and roadblocks 
all tiie way, India holds 
several advantages over neigh¬ 
bouring countries for foreign 
investors. 

Dn Pont; for example, pre¬ 
ferred to locate its polyester 
base film plant to India rather 
than China, Japan or the 
Pacific Rim countries. Accord¬ 
ing to Mr Wray, “we want to 
glnhaHiw tat there is too much 
competition to Japan and mar¬ 
kets such as Korea, Taiwan 
and Singapore are too small. 
India offered more incentives 
than China. The rfineiiing fac¬ 
tor was the presence of a 
major local consumer for-ear 
product* : ?'- 

. So India could be one way to 
heat the global recession; com¬ 
pany results for 1991-1992 
have been largely ebullient. 
Inflation and the prospect of a 
poor monsoon may cat into 
next year's profits but with a 
ZSOm-strong middle class, 
ftwfa’ i consumer boom, which 
started in~the late 1980s, may 
' only marrinaffy decelerate.- 

In.this panorama, do the 
pluses outweigh the minuses 
in the mind* of foreign inves¬ 
tors? Recent figures certainly - 
suggest dial they do. But will 
India seize ifa rare opportu¬ 
nity or let it dip away? 
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Michael Smith on the electronics sector 


“® ■■■HIa YEAR marks the 

} bee. c'A I 10th anniversary of one 

tetter * for£?k£ ■ of the most significant 

1 events to. Tpfflan television and 

i»e electronicsroannfactnripg- 

PoiniS*tJ It was in 1982 that 


administration ofMrefadira 
It j? Gandhi abandoned its' tradi- 
soa»^ Sc, t«eM ” tional hostflity to televisions, 
r» until then thought an unneces- 

ben- ,^dia’&^wS'. Ml > luxury, and encouraged 
do-' j, ?wWheir use Cor people to watch 
s* h ^ ta & ^ Asian Games. TV manofac- 

Th t Jf v ° 3 q ^^V, during was glvenftirthfir impe- 
“se are cm ^8^ t«s in the run-up to the general 

, J J gts. AtaS^bS electIon *"» yea* 5 later - 
{? JpWnSS 1 *lu The ^^dg 8 ' of Policy led to 

p c O£zai.jJ television becoming one of the 
}• "tberekTT 19 toggest growth industries of 
rjs ® abocrt the mid-1980s, with annual 

* ct PoUcjjT^hr expansion of more than 30 per 
tcjed cent the norm. This in tom 

praciirT 5®* fife ,? fttoUed strong growth throogh- 
ws ateci' °ut the electronics sector. . 

sd wbMjg**® aiw Few manufacturers are in a 
ral mood to celebrate the anniver- 

$*3£? t* sary. Of the more than 100 
^1.15 companies that entered the 


*e >W r ^ t 




5? *£l 


[?* needs 

.VSHSWfc.:- 


boar^r®^ ^ companies that entered the 
ireanr« 1 ' eies 't uS market, mapy have, since quit 
I aW^ nuaT or are in trouble. Three raamx- 
wiFL® 1 *>T. SS* lecturers - Videocon, Onida 
,..^T and BPL now dominate the 

...'p ctoaa* £**$ field with a combined market 
18 share of more than twothinte. 
fig. Sfc. They and the other remam- 
rtv ® *»% «g manufacturers are compet- 
*** Sla plaaj jging in a market that has 
:ao ChLaa, shrunk from L3m colour sets 

fiim t^Jr 1 8 i and 4.4m black and white in 
B lj Sir WrvS" ^ 1M8 to 800,000 colour sets and 
iobalis* b in tmL j? **1 3 - 2m monodirome sets in 199L 
The electronics components 


i mp«:t2aiajw® 61 ™ elj ectromcs components 
?ts such as 3^®®^ sector, whose fortunes ace 
ad SiryaiK-aT 18, ^ closely linked to consumer 
aha Gffo-e ?* electronics and especially the 

tsc n*v a %- , television industry, is Ceding 
JT *as *i>c° dJac % ^ pressure. Although its pro- 
7'- | duction continues ' to rise, 

JJj-Jlr 1 b e capacity utilisation is low and 

c_T“; the returns on its substantial 

]? ~“ a be aa ei investment are poor. 

* a! *he jusai atssjg. Indigenisation of inputs into 
*85 resits ^ the electronics sector has 
«v* i l»ea largely wife improved significantly in the 
ts prefer last 10 years. Whereas manu- 
ftc ' ~:'s^02 ^ m '. facture of colour televisions 
«sar s pnsts r started with 90 per cent of com- 
Hse-sstss; cifidie Pcuants Imported, that is down 
uik'4 cGcscnertomato 10 per cent 
Urrrc ^ ;g ^' However, the components 

'hi' sarcsaiiT dwfai industry's long-term plans Tor 
is it’i puorcs.62 further advancement are suf- 
w wTi- f aSh fa 1T5 ferin * because current vdumes 
£ jir. viadi rfr-Jt are insufficient to justify Iarge- 
scale investment in facilities to 
• y««. t" produce components including 

integrateddreuits. 

• a ^ a . That, in torn, will keep up 

~ * “■ “•* the cost of televisions - Indian 
, prices are among the highest 


Ur»c *2 ±» Isa isfee 
’Cij 2517J2!!aU;T diriea 
£:s pa=Dr£22.fei 

^ Cllseigh cs E3 

u lie- mlmis d fbEjnfe 

?n' E«?r. 

.vsuws 6c tcey tti 
adia sene is nra np 
3 ^- c: Ir.nslps’ji 


The country’s film industry is among the world’s biggest, reports Gita Piramal 


has faded Bollywood hears cash registers clink 


in the world, although televi¬ 
sions are beginning to compete 
in the export market - and 
prevent further growth in the 
market. Tariffs on imported 
raw materials and components 
remain high. 

Television manufacturers are 
united in what to blame for 
their woes. Sales taxes, excise 
duties and other government 
Imposts have risen to a level 
where they are SO per emit of 
the total price of a colour tele¬ 
vision set. “Due to this, an 
Industry which, is supposed to 
be a sunrise industry has 
become a sunset Industry in 
the last tour years," says the 
Consumer Electronics and TV 
Manufacturers' Association. 

The industry believes that in 
spite of high poverty levels in 
India, the market is - high 
taxes aside - capable of enor- 


tory in its GO years. Its fortunes 
reached a low ebb in the 1980s 
when labour troubles, a loss of 
direction and a government-en¬ 
forced late entry into television 
manufacturing led to It miss¬ 
ing out on the TV boom. 

However it claims 30 per 
cent of Indian audio sales and 
Is mounting a more determined 
attack on the television mar¬ 
ket It held No 1 position in the 
black and white 14-inch market 
last year, against No 8 position 
previously 

Further advances will be 
helped by the recent govern¬ 
ment liberalisation which will 
enable Philips to take a 51 per 
cent stake in the company 
which will also market goods 
under the Philips brand name. 

The leading indigenous com¬ 
panies are also benefiting from 
the liberalisation which allows 


Television manufacturers are united In what to 
blame for their woes. Sales taxes, excise duties 
and other government Imposts are 50 per cent 
of the total price of a colour television set 


mous growth. “There Is a view 
that those who can afford to 
buy televisions have already 
done so," says Mr N. Vittal, 
secretary at the government's 
department of electronics. “I 
do not agree. If China with a 
comparable population can 
produce 71m colour sets a year, 
why should we be satisfied 
with 800,000?" Industry sources 
say that household penetration 
is less than 5 per cent. 

With the market depressed, 
manufacturers are concentrat¬ 
ing mi increasing exports and 
on diversifying into consumer 
electronics and related prod¬ 
ucts such as audio equipment, 
video recorders and household 
products including washing 
machines and vacuum clean¬ 
ers. 

Internal forecasts by one 
consumer electronics group 
predict that Indian sates of vid¬ 
eocassette recorders and play¬ 
ers can almost double from 
SsSJSbn in 1990-1 to RslObn in 
19945 and those of audio equip¬ 
ment will rise by a s imilar pro¬ 
portion to Rsl3.71bn. 

Among groups poised to take 
advantage is Peico Electronics 
and Electricals, in which Phil¬ 
ips has a 40 per cent stake. 
Peico has had a chequered his- 


them to market products under 
the brand name of the foreign, 
mainly Japanese companies, 
with which they have collabo¬ 
rations. Onida has tie-ups with 
JVC, Videocon with Toshiba 
and BPL with Sanyo. 

Closer ties would inevitably 
boost quality and, with It, 
export potential According to 
Cetma, last year's, exports of 
200,000 colour TV sets Is likely 
to rise to 500,000 this year. 

Biit exports alone will not 
solve the industry's problems. 

Mr T.P.G. Namblar, manag¬ 
ing director of BPL. which 
. exports more than 10 per emit 
of its output, says competition 
from international competitors 
means that toe price of 14-inch 
televisions In the UK market 
has fallen from £81 to £73. “We 
can always sell abroad bat the 
price is never very profitable.* 

* The incentive is that vol¬ 
umes are boosted and the for¬ 
eign exchange earned can now 
be spent on importing goods to 
improve production. 

Like other manufacturers, 
Mr Namblar would prefer to 
see the main growth in domes¬ 
tic markets. For television 
manufacturing, if not for con¬ 
sumer electronics as a whole, 
that could be some way off. 


W ANT TO forget the 
harsh world of real¬ 
ity? For less than 
BslO anyone can do just that 
for three hoars of pure enter¬ 
tainment at one of India’s 
13,000 movie halls. 

With 900 films in 15 lan¬ 
guages produced annually, the 
choice is wide. Some 14m tick¬ 
ets are sold daily. All of which 
nff iiicp* the Indian film indus¬ 
try one of the biggest in the 
world. 

Although films are produced 
fn all of India’s major 
languages, the Bombay-based 
Bind! industry dominates the 
scene, both economically and 
culturally. 

Dubbed “Bollywood” by its 
detractors for its near-para¬ 
sitic dependence on Holly¬ 
wood’s creativity, the popular 
hithM gjq ei w i« hag been the sta¬ 
ple entertainment of the 
masses for over seven decades. 

Hindi films are released 
nationally, white regional lan¬ 
guage ones are released only 
In individual states. 

Currently, the movie Indus¬ 
try is in a state of breathless 
expectation. In the 1980s, pro¬ 
ducers lost money; in contrast, 
the 1990s appear both bright 
and profitable. 

At theatre balls, cash regis¬ 
ters have started clinking once 
again as a new generation of 
teenagers discovers the visual 
delights of the big screen. 
Home videos are boosting the 
trend. 

For theatre owners in some 
states, profits have also 
improved because of a recent 
minor tax change providing a 
modest rebate. No longer ore 
movie theatres being con¬ 
verted into shopping com¬ 
plexes and office blocks. 

Though few new cinema 
halls are opening up, some old 
cinemas, which had fallen Into 
seediness, are being restored. 
It is widely expected that the 
current ratio of eight cinema 
seals per 1,000 population will 
Improve in the near future. 

Moreover, the video 
onslaught, which had become 
the barm of the business dur¬ 
ing the 1980s Is no longer the 
menace it used to be. For 
alfoost a decade, rampant 
piracy robbed flirty - mak ers of 
royalties from video cassette 
sales, while keeping middle 
class audiences out of thea¬ 


tres. The RsI2bn film industry 
faced a challenge from a pirate 
industry whose turnover was 
almost equaL 

By the late 1980s, however, 
things had changed. Sporadic 
police raids and court eases, 
combined with the accumula¬ 
tion of vast personal fortunes, 
encouraged the bigger video 
pirates to legitimise their 
operations. 

Film producers and video 
pirates signed a reluctant 
truce. Not only did they start 

financing film* together, but 
libraries began to stock legal¬ 
ly-made cassettes. Licensed 
video sales looked up and 
today constitute about 10 per 
emit of total returns. 

One Aim producer who has 
been particularly successful in 
twirling the video boom to his 
advantage is Mr Bamanand 
Sagar. According to industry 
experts, Sagar Studios makes 
a dear profit of Rs800,000 on 
every video cassette it brings 
oat It keeps a tight control on 
production costs. Each video Is 
made for roughly Rs250J>00 - 
a low figure by industry stan¬ 
dards. 

Despite the poor quality of 
sets and computer graphics, 
videos from the Sagar stehie 
are Immensely popular. The 
secret of Mr Segal's success? 
He has cashed on a resurgent 
Hindu wave. His version of the 
Ramayan, one of India's two 
great epics, brought the coun¬ 
try to a grinding halt every 
Sunday morning when it was 
broadcast on the state-run 
national television network. 

When Mr B.R. Chopra, a 
rival film-maker, was chosen 
to serialise the Mahabharat, 
Mr Sagar shifted to the video 
His 78-episode mag¬ 
num opus on the life of 
Krishna (of which 20 have 
been produced to date) has 
been marketed with flair. 

Popularity brings its own 
problems. “We are losing at 
least. Rs30m-40m a year 
because of cable pirates,” 
grumbles Mr Prem Sagar, 
managing director. Cable 
pirates, in fact, are taking 
over from the video pirates of 
yesteryear. Unauthorised cable 
networks in urban areas have 
mushroomed. For between 
Rs60-150 a month, they offer 
at least two cahle channels 
daring peak hours. Most also 



Filming in Bangalore, Karnataka state 


offer Star TV, the new Hong 
Kong satellite broadcasting 
station and CNN. 

According to Admarg, an 
independent Bombay-based 
market research agency, in 
December 91 there were 12,000 
cable operators. There has 
been a brisk 20 per emit rise in 
the cable operator fraternity. 

Though Star TV is an adver¬ 
tisement-driven free service, 
cable operators frequently 
tape popular programmes. Ille¬ 
gal cable screenings of Star TV 
programmes (which include 
the BBC World Service, Asia 
MTV and Prime Sports) as well 
as locally-produced entertain¬ 


ment software, are rapidly 
becoming a for greater menace 
than the video pirates. 

The government has prom¬ 
ised steps to update legislation 
on copyright and cable TV, bat 
progress has been tardy. 

Ironically, the advent of sat¬ 
ellite channels at the same 
time offers the promise of an 
additional revenue source for 
film producers to wash off red 
lnksfarins on their profit-and- 
loss accounts. “At some point. 
Star TV will have to commis¬ 
sion Indian software,” agrees 
Mr Shakti Samant, president 
of the Indian Movie Pictures 
Association. 


MOSt Indian film maltingr [j 
financed oat of black money. 
“Mach of this comes from the 
underworld. Indian mafia dons 
want to meet the starlets and 
gain respectability at the same 
time,” says Mr Rauf Ahmed, 
editor of Ftimfare, a monthly 
magazine with 500,000 read¬ 
ers. ■ 

The problem is that few 
legitimate sources of funds are 
accessible for this high-risk 
business. With no banking or 
institutional finance available, 
film producers are forced to 
borrow capital at usurious 
n«mnal interest rates of 35-48 
percent. 

Among the hundreds of film 
companies, just one, the 
Madras-based GV Films, is a 
public limited concern. 

Film-making is possibly one 
of the most disorganised ways 
of making money. “Unlike in 
other parts of the world, film 
stars in Bombay work in up to 
20 films at a time,” says Mr 
Firoze Nadiadwala, a leading 
film producer and distributor. 
Even top directors and techni¬ 
cians have multiple assign¬ 
ments. This results in scat¬ 
tered shooting schedules of 
films. 

Most Aims take np to two 
years to complete, with pro¬ 
hibitive cost overruns. That is 
why out of 900 movies pro¬ 
duced in a year, less than 14 
per cent succeed in making 
money. They either die still¬ 
born or distributors refuse to 
take them up. 

In iniGa, fllw« are usually 
distributed region-wise 
through one or combination 
of three options. Producers 
receive either a minimum 
guarantee basis (the 
distributor guarantees to pay 
the producer a minimum 
amount irrespective of box- 
office collections), a flat 
commission or a refundable 
advance. 

Despite the nearcertainty of 
losses for low-budget produc¬ 
tions with untested directors, 
tiie glamour and glitz of Bom¬ 
bay's stars continue to attract 
nouvean-riche suckers. The 
industry la rarely short of 
funds. 

In such a scenario, the mood 
is more upbeat than it has 
been for the past three years. 
It’s time for lights, camera, 
and action in Bollywood. 
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Though corporate sales are up, the production index has fallen 

Industry feels worried 


T he dichotomy is 
almost absurd. Accord¬ 
ing to the Department of 
Economic Affairs, the index of 
industrial production plunged 
from 8.5 per cent in 1990-3691 to 
•04 per cent in 1991-1992. 

Indeed, in manufacturing (as 
opposed to mining or power 
generation), the descent was 
even swifter. Here, the index 
feQ from 9.6 per cent in 1991 to 
-24 per cent in 1992. 

Yet, at the same time, end-of- 
year company results unveil 
several Islands of prosperity. 
An analysis of 875 major 
companies whose audited 
results have so far trickled in 
shows that aggregate sales 
rose by 21.1 per cent over last 
year. And the Economic Times 
Research Bureau reports that 
corporate operating and gross 
profit moved up by 27.1 per 
cent and 26.5 per cent respec¬ 
tively. 

The most outstanding com¬ 
pany performance is that of 
ITC, a cigarette manufacturer. 
Its sales rose from Rs32.9bn 
last year to Rs30.l7bn this 
year, and in the process it 
became India's premier com¬ 
pany in the private sector. 

Delving into the figures 
resolves the apparent conflict 
between lower production and 
higher corporate sales. 

"If one breaks down the 
results for the financial year 
ended March 1992, one sees 
that the profits of the first half 
do not really carry through to 
the second half. A large part of 
the apparent increase in sales 
actually reflects inflation and 


Top private nctor oompaniaa 

Rank 

Company 

Year and 

Salas (Rahn) 

Major product* 

1. 

ITC 

March 1992 

30.17 

Cigarette* 

2. 

Tlsea 

March 1992 

2095 

Steal 

3. 

Taleo 

March 1901 

28.01 

Trucks 

4. 

ReHanoe Industrial 

March 1992 

22.74 

■ Textiles, petrochemicals 

5, 

Hindustan Lavar 

O ecam bar 1991 

17J6 

Soaps, detergent* 

6. 

LsndT 

March 1992 

17.88 

Engineering 

7. 

Graslm Industrial 

March 1992 

14.71 

Textile*, cement 

6. 

ACC 

March 1992 

14A1 

. Cemant 

9. 

Bajaj Auto 

March 1992 

12.79 

Two-wheeJera 

10. 

Aahofc Laytand 

March 1992 

1051 

Truck* 

11. 

MahMrs and MaNndra 

- March 1991 

10.02- 

Jeep* 

auuruia; tar Monitoring tndton Baonony. and Ptua NawhanK 


The top SO business housss 

Rank 


Sales 

Rank 

Sales 

199 1 


Rsbn 

1890 

Rsbn 

1. ' 

Tafa 

12033 

1 

100.94 

2. 

9. K.-A. V. Blrle 

6336 

2 

4433 

3. 

Thaper 

24.43 

S 

17-24 

4. 

Bajaj 

22.66 

4 

20.47 

5. 

Ansbarri 

22.15 

3 

29.17 

8. 

RPC Enterprise* 

19.78 

5 

1937 

7. 

MaDya 

17.14 

8 

1435 

a. 

<LP.-C.fL Stria 

1056 

10 

1432 

9. 

Chhabria 

1044 

7 

15.03 

10. 

MahJndra 

15.18 

11 

13.12 

ii. 

C. M. Modi 

14£9 

9 

1440 

12. 

Arvind Matatial 

13.03 

12 

11.77 

13. . 

Nanda 

12.79 

13 

1012 

14. 

UIC-3.IL Biria 

11.81 

* 


15. 

Godrej 

10.79 

16 

9£2 

16. 

K. 1L Stria 

10.68 

14 

. 939 - 

17. 

Htodufa 

10.23 

20 

733 

18. 

Wafahand 

9.41 

18 

047 

19. 

TVS 

071 

m 


20. 

M.P. Birta 

043 

19 

830 

"HOI In DM In 080 

Soivwrflonpl 
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not higher production,” says 
Mr Rahul Bajaj, chairman of 
BafafAuto. 

The prospect of a poor 
monsoon, turmoil in the bank¬ 
ing sector, high interest rates 
and tight credit head a list of 
negative factors that causes 


scattered and independent 
traders. By giving big compa¬ 
nies between three to six 
months’ credit, these traders 
also play a vital role in financ¬ 
ing the companies from whom 
they buy goods. 

Apart from their regular 


Companies dapandant on Imported raw materials 
have been badly hit With 60 cento of every export 
dollar being converted at free market rates. Imports 
have become 15 to 20 per cent more expensive. 

A hidden subsidy has vanished overnight 


concern in Indian boardrooms. 
The mood is definitely one of 
uncertainty anxiety. 

For large companies, and 
particularly consumer-oriented 
ones, possibly the most worry¬ 
ing factor of all is a fundamen¬ 
tal change taking place in dis¬ 
tribution patterns. 

In India, goods have 
traditionally been distributed 
across the country by small. 


business activity, these traders 
are heavy investors, if small in 
scale individually. The recent 
stock exchange crash after tbs 

Rynilwt \TaMn ha* htt 

them hard. In a knee-jerk reac¬ 
tion, many have been farced to 
reduce their regular trading 
volume, resulting in a Catch-22 
situation: Companies mean¬ 
while have been double- 
whammed: not only has a 


cheap source of finance dried 
up but sales have dropped to 
miserable levels. 

Will the traders recover? 
And if so, how quickly? Or 
should companies evolve new 
distribution patterns to fill the 
vacuum? Most companies are 
adopting a wait-and-see 
approach before taking more 
radical steps. If orders start 
♦rtrftUwg m, if the monsoon is 
not as bad as-predicted, and if 
sales pick up, the old system 
may surviv e. Hie 1ft are many 
and the cost of restructuring 
high. 

The next few years will be 
difficult for India's corporate 
captains far other reasons also. 
India is gradually but 
inevitably switching from a 
seller's market to a buyer’s 
one. Faring real competition, 
both local and international, 
far the first time Is not a happy 
prospect far industrialists pam¬ 
pered by decades of protection. 
What is the point of reform if it 
hits my business, more or leas 


sums up the attitude of the 
majority. 

Moreover, companies which 
are dependent cm imported raw 
materials have been badly bit 
by the government's policy an 
the partial convertibility of the 
rupee. With 60 cents of every 
export dollar now being 
converted at free market rates 
instead of the government’s 
official rates, imports have 
become 15 to 20 per cent more 
expensive. A hidden subsidy 
h«w vanished overnight. 

Meanwhile, the high cost of 
money, combined with the 
demise of monopoly pr o fi ts, is 
scaring off capital investment 
More and more companies are 
re-examining the viability of 
flyfo expansion piani- 

One key industry at a vul¬ 
nerable turning point is the 
steel sector. Moves to loosen 
government so as to 

boost total capacity have been 
overcautious and largely inef¬ 
fective. 

For example, before last 
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Master of fine blanking branches out 


T HE Marxist-ruled West 
Bengal has the dubious 
distinction of having the 
largest number of antiquated 
engineering units of all the 
Indian states. But in West Ben¬ 
gal is also located IFB Indus¬ 
tries, which exports around 80 
per cent or its production of 
fine blanked components used 
in automobiles, mainly to hard 
currency areas. 

Fine blanking calls far the 
application of highly sophisti¬ 
cated technology. The surpris¬ 
ing thing about IFB is that 12 
years ago when Mr Bijon Nag, 
a first generation entrepre¬ 
neur, chose Calcutta, the big¬ 
gest city in West Bengal, far 
investment, a substantial flight 
of capital from the state to 


other parte of the country was 
faiiring place. 

Though he would not admit 
it, the fact that Mr Nag is a 
relation of Mr Jyoti Basu, chief 
minister of West Bengal far the 
last 15 years, might well have 
clinched the issue far him. In 
any case, IFB is one of the rare 
cases in West Bengal which 
has not been visited by indus¬ 
trial unrest since it started 
operations. Political connec¬ 
tions have certainly helped. 

Even so, as the company’s 
business grew, IFB realised It 
would be too risky to put all its 
eggs in a Calcutta basket In 
the last few years, it bas set up 
bigger plants in Bangalore and 
Goa. 

IFB’s fort h co ming venture 


far the production of electric 
motors in collaboration with 
Siemens of Germany will also 
be in Bangalore. Only recently, 
the IFB-backed £4m joint ven¬ 
ture, European Fine Blanking. 


be exported to Europe and the 
US. 

Having mastered the fine 
h faniripy technolog y, the com¬ 
pany has decided to create 
more than one production base 


When It diversified Into white goods, Industry 
- watchers thought IFB had made Its first wrong 
move. It had no experience In marketing consumer 
goods. But the technical tie-up with Bosch Siemens 
has gone a long way to ensure Its success 


has started production at 
Wrexham in North Wales. 

According to Mr Nag, the 
fine blanked components to be 
produced at the Wrexham 
plant will, besides reducing the 
UK’s dependence on imports, 


in the west Vyhlle the capacity 
of the Wrexham plant win be 
expanded in the next couple of 
years, a decision has already 
been taken to have similar 
units in Czechoslovakia and 
the US. 


International Quality 
Bolts and Nuts from GKW 



The success of IFB is largely 
attributable to its technical 
and financial collaboration 
with Heinrich Schmid AG of 
Switzerland. The Swiss com 
pany has also partnered IFB in 
the Wrexham venture. 

Mr Nag admits that the asso¬ 
ciation With HrtnHch Srhnriri 
has helped IFB in roping in 
Electrolux Autoliv of Sweden 
and Rentrop Hubbert & Wag¬ 
ner of West Germany as collab¬ 
orators for the manufacture of 
au to m ot iv e safety belts and car 
seat reclining systems, respec¬ 
tively. r.iVn ane blanked com¬ 
ponents, these are largely foe 
export 

When the company diversi¬ 
fied into the white goods busi¬ 
ness two years ago, industry 
watchers thought IFB had 
made its first wrong move. The 
Indian market for white goods 
is worth more than Rs20bn. 
But much bigger companies 
than IFB with strong market¬ 
ing networks were already in 
the field. IFB did not have any 
experience In marketing con¬ 
sumer goods. It had to start 
from scratch. 

The technical tie-up with 
Bosch Siemens tea the manu¬ 
facture of washing machines 
has gone a long way in ensur¬ 
ing the success of IFB’s diversi¬ 
fication. The washing m ach in e 


Goat Keen WUHama is die largest 
manufacturer of bolts and nuts in 
India. Associate of GKNpfe UK, the 
vwD-known group of engineering 
companies, GKW has a tradition of 
quality going back 50 yean. 

Hie Bolt and Nut Division of 
GKW is located near Calcutta and 
has been supplying high quality 
Mild Steel uad High Temije bolts 
and nuts to cH&erimhw ting custom¬ 
ers in India and abroad. GKW 
hobs and nuts are exported to same 
of the largest trading houses in UK, 
USA, Germany, Australia and 
other countries and are accepted 
Internationally. 


With a tiae range of 6 nun (’4*) to - 
24 mm (1*) diameter, the Dtvi»oa 
manufactures to Indian, British, 
American and DIN specifications 
and is equipped with a battery of 
modern m ac hhww fa roh i dinf high 
speed Nedschroef and National Bolt 
Makers, Waterbury Fanal CoH Nut 
Formers and Hatebar Hot Not 
Formers. These m a i iuCm ta ring 
feriHtiea are backed by a well' 
equipped tool room and laboratory. 
The entire range of bolts is edd 
forged, wUb nuts are ooM formed 
opto 12 asm (V* *) and hot forged for 
higher siaes upto 30 mm (1 %”). 

In addition to the Gold Forged 


range, GKW can aho supply Hot 
Forged bolts from 20 mm (%■) to 
36 mm (1%*) up to 600 mxo length 
for special applications. 

Baits and nuts can be supplied 
In edf colour, hot dip galvanised, 
bright sine plated finish or in 
pho sphate d condition. 

GKW has the ability to deliver 
large vohuaet of bolts and nuts, 
offers prompt dehveriea and 
co mp e ti tive prices. 



Guest Keen Wiihams Limited 


Registered Office; 3A Shakespeare Sana* Calcutta 700 071 Phono (093)2223850386 Fas (033)22 9747 
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plant in Goa has a capacity to 
produce 125,000 units a year. 

According to Mr Nag, IFB 
wiH be going all out to develop 
an export market for washing 
machines. The company will 
be making some more white 
goods, including electric ovens, 
dish washers and refrigerators. 

The likely source of technol¬ 
ogy Is Bosbh and Moulinex of 
France. IFB, which hopes to 
earn a profit of over Rsl40m on 
a turnover of Rs72Qm in the 
year to June 1992 is to grow at 
a rate of 35 to 40 per cent in the 
next five years, according to 
Mr R.N. Sen, executive direc¬ 
tor. Turnover of IFB group of 
companies is about Rsi J5on. 

Recognising the risks 
involved in the white goods 
business, IFB diversified by 
taking over two moribund tea 
estates in West Bengal. 

IFB has made these planta¬ 
tions reasonably profitable in 
the past three years by replant¬ 
ing and by using scientific 
agricultural practices. In the 
next five years, IFB’s tea pro¬ 
duction will treble to over 2 m 
kg, according to Mr Nag. 

A group company called IFB 
Agra Industries, engaged in the 
production of extra neutral 
alcohol and liquor is drawing 
up plana to make a number of 
alcohol-based chemicals. The 
IFB group being already in the 
financial services business, it 
is well placed, according to Mr 
Nag, to take advantage of the 
liberalisation policy and offer a 
host of new services. 

Fairly well established in 
le a s i n g and hire purchase, IFB 
has decided to float a mutual 
fund - the private sector is 
now allowed to operate such 
funds. It win also provide ven¬ 
ture capital and engage in mer¬ 
chant hanking. Raising 
resources to finance new pro¬ 
jects is not a problem for IFB, 
because of Its hlne chip status 
on the Stock Exchange. 

Kuna! Bose I 


year’s partial decontrol of steel 
prices, Mukand, a leading 
Bombay-based mini-steel com¬ 
pany, wanted to bufldaRs40bn 
steel plant to produce lm 
tonnes a year. Today, Mr 
Rajesh Shah, Mukand’s chief 
executive, admits:. “We are 
having a dose second look at 
the ja-qjBct" 

In such circumstances, the 
fortunes of India's Mg business 
houses may resemble a wild 
gvmfl of maicMi and ladders. 

Gila Plramal 




DdurAmkHdrOfl. 
Ike hotel way to 
bag hatred hair. 
NouriAa gently. 

Nttoafly.Fronii 
company tint coti 
for yen. 


OVER 100 YEARS OF CARING. NATURALLY. 
ZLAtUV^Londoo W127SH.UX Td: 061-7430696. Rx: 081-WftM. 


YOU'VE READ ABOUT THE NEW 
LIBERALISED INDIA. NOW EXPERIENCE 
THE DIFFERENCE YOURSELF. 


WtfcMNM 

flNIMMK 

TMMHUR 


Partner Country: 

Fadaral Republic 
of Germany 

Partner State: 

Madhya Pradesh 
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Organised by 

CU IPormortyCS) 


14-21 FEB. 1993 
Pragot! Malden, New Delhi 

10th IETF. Now an even more benaffitfng 
experience. 

The 10th IETF Is inspired by the new and flexible economic 
climate in India. More countries are jjartfclpating than. eve/ . 
before. USA. UK. France, Austria. Fmlarid, Italy, Japan, 

China., to name only a tew. With visitors expected from over 
100 countries. Plus a special exposition on Germany’s 
advanced technologies. 

You can’t afford to miss It. . . 

This is the premier business fair In Asia. Organised by Cfl. 
biennially, with the mandate of the entire Indian Industrial 
community behind it. Consider the immense opportunities 
open to you. In today's scenario. 

To miss the tOth IETF will be to miss out on some of the most 
promising business to be had — this side of the globe.. 


For hathar mformnw contact TRADE FAIR DEPT. 23-28. Institutional Ann. Uxfi Road. 
Naw Dam-110 003, Irata. 

HotHnafor reservations (91-11} 4620530 *825335 

Phono: (91-11) 4624620.4626164.4629994 (4 Unas) Fax. (91 -11) 4633166/4626149 
Trimc 031 -66855/65401 AIEI IN 
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COME, TAP THE POTENTIAL 


A range of economic reforms has made India foreign 
investment friendly. India has decided to get closer 
to the global economy. By the year 2000, India will 
be a market economy with a middle class 
approximating one billion. 


“No power on earth can stop an Idea whoea time has come. " 

-Victor Hugo 


EXPORT-IMPORT BANK OF INDIA 

More than export finance,we create export capabilities 


Heed Office: Centre One. Floor 21, World Trade Centre, Cuffe Parade-~ 

_ Bombay 400 005. Tel.: 2185272 The: 011-85177 EXlM IN Rue 2188075. 

Offices Abroad; Abidjan • Washington, gp-* Singapore.. ”~-- i — 

Offices In Indie: New Delhi * Calcutta • Madras • Bangalore* Bombay!!- 
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The Rfpoa buSdtaig In Madras 



Atfitoy Attwood 


INDIA needs foreign invest¬ 
ment to reduce its acute power 
shortage. Senior Indian offi¬ 
cials on a neat tour abroad 
invited foreign private compa¬ 
nies to invert in the power 
Industry. “The response was 
overwhelming. Some 17 com¬ 
panies groups have —de 

investment proposals," says 
Mr S. Kajagopal, secretary to 
the Department of Power. 

The team brought back pro¬ 
posals worth $4bn for eight 
projects that will involve gen¬ 
eration of 4,700MW of power 
while other companies have 
made inquiries for six projects 
worth g&Sbn. If all goes well, 
work a the first projects will 
start by the end of the year. 

The picture is of Tata Elec¬ 
tric’s thermal power station at 
Trombay. 


SINGHANIA & CO 

Advocates & Solicitors 
B-92 Himalaya House, 

- - 23 Khsturba Gandhi Marg, 

New Delhi 110 001, India 
TW: (11) 331 8300 
Fdx: (11) 331 0970/331 4413 
Telex: 61373/62662 

also at Bombay, Calcutta, Madias, Bangalore, Hyderabad. 
Legal services inchrdng foreign collaborations, 
international commercial arbitration, intellectual property laws 
and procedures in India. 

For further'Monnation please cajl D C Singhania in New Delhi 
In msoctaUonwtth 


AMHURST BROWN COLOMBOTTI 

Solicitors 

2 Duke Street. St James's. 

London SW1Y6BJ 
Tel: 071 930 2366 
Fax: 071 930 2250 
Telex: 261857 AMBRON 
also at Whrsaw, Mian, Marikt. 

For further Information please call Peter Smithson 
or Munawar Akhtar in London. 


Old established firm of Chartered Accountants with strong 
connections in lndia can assist foreign companies wishing to 
take advantage of the attractive business opportunities in 
India. We can also structure arrangements in a tax-efficient 
way through our financial services company. 

Please call or write to: 

U. Sahai F.C.A. or J.M. Scarborough F.C.A. 
Crichton Associates - Chartered Accountants 
P.O. Box 218, Equity & Law House, St. Helier, Jersey, 
Channel Islands. 

- Tel: 44 534 74622 - Fax: 44 534 27349. 


SETTINGUP IN UK? 

Specialist tax, immigration and Investment advice, 
write for a free booklet; 

Snbbaah Thakrar, Partner 
BUekstone Franks * Co 
Chartered Accountants 

Barbican Sousa, 20-34 Old Street, London EClVflHL 
Tel: 071 250 3300 Fax: 0712501402 


PETROCHEMICALS 


A blue chip 
may emerge 


T HE SECOND phase of 
privatising fadian Petro¬ 
chemicals Corporation 
Ltd (IPCL), one of the state's 
few profit-making companies, 
is for iptwr this year, 

hi the first phase the govern¬ 
ment sold 20 per cent of its 
R8l.86bn equity to mutual 
funds; now New Delhi will cut 
its stake to 51 per cent 
IPCL, seen as an emerging 
blue chip with sales of nearly 
Rs 20 bn last year, operates a 
hydrocarbon cracker at Bar- 
oda, its headquarters In the 
western state erf Gujarat It has 
a second cracker and down¬ 
stream petrochemical units 
located near Bombay. The com¬ 
pany is now b uilding the third -< 
cracker at Gandhar, also in 
Gujarat 

A Ra48.75bn (£S38m) invest¬ 
ment is planned over the next 
five years on modernisation 
and expansion, with Rs34.75hn 
at Gandhar. The cash-strapped 
government has given notice 
that IPCL should raise all the 
money an its own. Mr Hash- 
mukh Shah, chairman, says 
IPCL has not relied on budget¬ 
ary support for years and does 
not wish to do so now. 

Last December, the govern¬ 
ment sold to mutual funds 
through bids 20 per cat of the 
equity at IPCL and several 
other state enterprises to mop 
up RsSObn and narrow the bud¬ 
get deficit 


Take into account the 25000 MW of power to be added to 
the Indian power grid by 1995 and the projected demand of 
84000 MW by 2000 AD. include the ineflan governments 
Sberafced poScy. Witness the tremendous growth In the 
power sector in Asia arxl the opportunities in erstwhBe USSR. 

Now, forge an 'affiance’ with S&S Power. 

S&S Power is the fastest growing independent company in 
the fastest growing power sedor. The turnover has increased 
over300% in the last three years. 

S&S Power is the largest manufacturer of disconnectors up 
to 400 KV with know-how to produce the 800 KV range. 
Commands a significant market share in the Vacuwn and SF6 
Merfium Voltage Switchgear segment Has made increasing 
inroads in the LT market with MCBs and Fuses. 

Associate companies have a strong presence in 
the Ra&way agraSng and braking, Telecom and 
Process Control business. 


©GaatagO© SOa©, 
mmm ©efli 


S&S Power exports to 
' 8(0 E ^ issfe ’ 0man * 
Jordan, Cyprus, Malaysia, Sri Lanka, 
Indonesia, etc. Soon to operate a Joint Venture 
Company in Mabysa for the manufacture of Medun 
r Voltage Switchgear. Places high emphasis on R&D, TQM 
and HRD. And is committed to ISO 9000 standarts. 

Add the technological and quaBtaGve strengths of S&S Power 
to the cost-effective operating environment in IrxSa. You wa 
arrive at a strategic formiia. Use it to alter the power equation 
in Asia. 




S&S EFSTCTgg SWITCHGEAR LIMITED 

Phut, Mackes -600116. India. Tbc (41) - 26078 SSPS IN, fax: W 2341078. 

tTIL Waxtey House, Woodley Street, Ruddington, 
Nottingham MG116EP. England. Tel: 10602) 841144. Fax: 0)602) 456020. 


The Narasimha Rao adminis¬ 
tration is under pressure from 
the IMF and World Bank to 
quicken the pace of r^nnnmic 
reforms and cut the budget 
support to state enterprises. 
New Delhi is to bring the bud¬ 
get deficit down to 5 pa cat of 
GDP this year from 6.5 per cent 
last year. 

The foods required for the 
new facilities that IPCL is to 
build are far greater than the 
company ever attempted to 
ranhiilsg in the past. Innova¬ 
tive financing methods are 
needed. 

Mr ffhah wants these pi«nn 
to be in place before he retires 
at the end of the year. Nearly 
BsSObn will come from internal 
resources and the remainder is 
to be raised through equity, 
supplier's credits and commer¬ 
cial loans overseas. 

B ut India’s securities 
market scandal has 
soured Immediate pros¬ 
pects for companies wanting to 
tap the overseas capital mar¬ 
ket Mr Shitln Desai of DSP 
Financial Consultants says a 
local issue will have to precede 
the overseas flotation. 

The primary capital market 
is buoyant despite the securi¬ 
ties scam. The convertible 
stock of Mangalore Refinery, a 
joint sector company, was 
oversubscribed nearly five 
times at the ad of May. 

Petrochemical shares are 
fancied by local investors. The 
Rslfl shares of NocD, a joint 
venture of Mafatlal Group and 
Shell, are quoted at Rs2,100 on 
Bombay Stock Exchange. Ana¬ 
lysts attribute this high price 
to the track record of manage¬ 
ment, attractive earnings per 
share and expectations of 
future performance. 

Mr Shah says the market val¬ 
ues the IPCL shares at 10-15 
times their par value. The 
shares were traded unofficially 
at RsTOO In March at the height 
of the stock market boom. The 
government, which sold IPCL 
equity to mutual funds at the 
low price of Rs70 per share in 
the first phase of divestment, is 
determined to get a proper 
price In the second phase 
through a public offer. 

But the stumbling block is 
IPCL’s poor performance last 
year. Earnings per share 
plunged to RsL45 from Rs4£l 
three years ago. The Bombay 
petrochemical complex was 
shut for the best part of the 
year after an ex p l osio n in an 
ancillary plat 
Mr Shah has to convince 
investors the fixture is rosy. He 
projects the earnings per share 
to jump to Rs*L9 this year but 
will level off later as the com¬ 
pany intends to double its 
equity to Rs4bn in five yean. 
Sales axe to double to RsCbn 
in five years from Rs20tm. 

He claims these are conser¬ 
vative projections, making 
allowance for a moderate rise 
in profits as the government 
reduces import tariffs by half 
to nearly 50 per cent over the 
next three years and exposes 
India petrochemical compa¬ 
nies to overseas competition. 
Meanwhile, IPCL is exposing 
its staff to the international 
market by seeking to establish 
a joint venture in Saudi 
Arabia. It is to build a Rs8tm 
engineering plastics plant with 
General Electric of the US at 
Baroda and improve IPCL prof¬ 
itability. 

R. C. Worthy 



If you 
think you are not a 
part of this picture... 


Look again. Economic liberalisation is transforming India into a land of promise and opportunity. General Insurance Corporation 
of Imfia(GIC) together with its four subsidiaries is the vital catalyst in this renewed resurgence. GlC has over two decades of experience 
of serving the complex needs of Indian trade and industry. Over the years GlCs services have been broad based to cover almost every 
produezire seeforof the ecoimy. The B breztiualdn^&om^rdxisiiKSses. heavy industries, person^ insunmcesairi rural covers 

to masave projects in oil, energy and space, betides offering insurance protection for imports and exports of goods and services, ^fith a 
strong capital base of Rs.17670 mn (US5684 mo) and annual premium turnover of over Rs.340Q0 mn (15 si 250 mn), a countrywide 
organisational network of 4,184 offices and skilled manpower of 80,000 employees, GIC and its subsidiary companies strive to serve 
clientele insurance needs in a competitive manner offering risk managem ent advices. GICs international operations are earned out through 
a folly owned subsidiary company at Singapore, joint venture companies in Malaysia and Kenya 2 nd representative offices in 31 countries. 
GIC also offerc a Single Window for international reinsurance bushes. If you are planning to be a pan of the Indian sunrise scenario, you 
can rely on GIC to extend a comprehensive umbrella of protection to cover your every need. 

JP K General Insurance Corporation of India 

Whw In the service of the Nation 
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A Profile 


"A Premier 
Financial Institution 
in the Developing 
World 

Industrie* Development Bank of Indta.set up in 1964,isakey player in Incfia's industrial 
transformation. Through its innovative poScies and operations and nation-wide 
presence end coverage of assistance. IDBI has brought about cfirectibnc* changes 
in the flow of Industrial credtt. helped capital formation and contributed to India’s 
Industrial development, through support to new entrepreneurs, new technologies 
and ventures. Its new thrust on competitiveness, total quaSty management and 
cusfonrfced financewtt help the midtan industry turn a new leaf. As a forward looking 
DR. IDBI is equipped to face the emer ging chalenges. _ 

CAPITAL AND ASSETS (As at end-March 1992) US S 

Million 


Paid-up capital 


Reserves and Reserve Fund 


Total Assets 


Profits during 1991-92 


Chairman: 

Mr. 5. S. Nadkaml 

Managing Director 
Mr. S. H. Khan 




industrial Development Bank of India 

Developing Incfa • through Industrial France 

IDBI Tower. Cuffe Parade. Bombay 400 005. Tel.Nos.:21B 9111. 218 9121. 

Telex: 118-2193. 118-4812 Fax: 218 0411,218 8137. 
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INDIA 18 


The government’s food policy is blamed for depleted food stocks 


Farmers 



fairer deal 


I NDIA IS again, after more 
than two decades, shopping 
abroad for foodgrains, 
reviving memories at the 
"ahip-to-mouth" days 30 years 
ago when emergency imparts 
had to be made from the US. 

The situation is dearly not 
so bad now, but that the 
country Is once planning 
to Import lm tonnes of wheat 
after attaining surpluses for 
the past 20 years must raise 
questions about what has gone 
wrong with Indian agriculture 
and the green revolution. 


India’s food policy, a related 
issue, and whether the farmers 
are getting a fair deal at a time 
when they are or g a nis ing 
themselves after centuries of 
passive docility. Do formers get 
the right Incentives? The 
government has raised 
procurement prices (the price 
at which official agencies buy 
grain from the markets) 
progressively by more than 
RslOOm over the past four 
years. 

Despite this, the depleted 
food stocks have not been 
replenished this year. Wheat 
stocks stand at the level of 
around 11m tonnes after the 
procurement season is 
virtually at an end. Official 
agendas will dearly not buy 
enough to meet the target erf 
9£m tonnes of wheat from the 
farmers, simply because the 
latter are getting more than 
the minimum support price (or 
the procurement price) from 
private traders. 

Traders have offered stiff 
competition to the official 
agencies. They are believed to 
be hoarding their purchases 
(as also are rich formers, who 
have not brought all their 
surplus wheat to the market) 
because they expect shortages 
to occur in the near future and 
are waiting for prices to rise. 

Such speculation is possible 
because the food policy has not 
been recast to cope with the 
shortages. Belatedly, the 
government offered a “bonus” 
of R825 a quintal above the 
minimum support price when 
formers fought shy of selling 
wheat to the nfHHai agencies. 
This still does not match the 
prices offered by private 
traders and hence the poor 
procurement that will foil to 
make up depleted stocks. 



AriMsy Mtavod 


A farmer collect* charal (caBte foddor) 


Much of the farmers' 
resistance to the government's 
policies have come from the 
northwestern states of Punjab, 
Haryana and western Uttar 
Pradesh. This is where the 
green revolution took root ami 
enabled the country to raise 
total foodgraln production 
from a low 82m tonnes in 
1960-61 to 176m tonnes last 
year. 




ven this impressive 
growth to production is 
I now not enough. Food- 
grain production has Increased 
at an avenge of 1.7 per cent a 
year while the population Is 
rising at around U per emit 
Far from providing surpluses 
for export, as the government 
had hoped far, present produc¬ 
tion Is not enough for the 
population. 

Last year, the monsoon 
arrived a month late and this 
upset sowing and harvesting 
plans to the northwestern 
states. The foil in production 
that followed underlines the 
foot that Indian agriculture, for 
all the progress the green 
revolution has made, is still 
dependent on timely and ample 
rains, particularly during toe 
monsoon season. 

Only a third of India’s arable 
area is irrigated. This raises 
questions about irrigation pol¬ 
icy and whether dependence 
on large projects was the right 
answer. Far more has been 
achieved by successful exploit- 
atlon of ground water res¬ 


ources to Punjab and Haryana, 
where easy availability of 
minor irrigation schemes has 
gone a long way towards better 
use of fertilisers and high- 
yielding varieties erf seeds, the 
basis of the green revolution. 

At toe same time, ft most be 
emphasised that the current 
crisis should not detract from 
the undoubted progress that 
Indian agriculture has made. 
Even to a bed monsoon year - 
and this year will probably 
record another poor rainfall 
season and cause fresh 
problems of food management 

— a wilnfmwm potential baa 
been built up and this is 
growing every year. 

Unfortunately, the 
population is growing foster - 
and the former is getting wiser 

- and production in good 
monsoon years is not sufficient 
any longer to make up the 
ahortftll in bad years. 


T he situation la made 
more serious by the lack 
of an agriculture policy, 
which three successive 
governments have promised 
hot ftriW to produce. Political 
pressures are behind thin «h«w 
the formers, after all, are an 
important vote-bank. The 
policy will have to secure a 
better deal for the formas and 
the government’s economic 
reforms do not provide one, at 
least in the short team 
Fertiliser prices have been 
raised and are to be raised 
farther as the subsidy on 


fertilisers is withdrawn. 
Electricity charges are to be 
economic and seeds will cost 
more. AH this cannot be spelt 
out to the policy tor political 
reasons, especially when the 
farmers are organising 
themselves and seeking that 
the rural masses should be 
treated as "equal citizens”. 

At present, they believe they 
are not and dearly the terms 
of trade operate to favour of 
urban dweuem. ’ 

As the farmers have 
discovered, if they hold out 
against the official 
procurement agencies which, 
they believe, pay them a much 
Iowa price than is their due, 
they can win better prices. The 
present shortages - and tin 
expected fell in production 
next year because a good 
monsoon Is not expected - are 
waking to their favour. 

Farmers' leaders point oat 
that to the last five years, only 
21.8 per cent of total 
development expenditure was 
spent on agriculture, rural 
development, irrigation and 
special area programmes. Even 
if social services are included, 
not more than 24 pear cent of 
the total wont to improve toe 
lot of the farmers, who 
constitute nearly 80 per cent of 
the population. They also paint 
oat that between 1970-71 and 
1088-69, production of wheat 
went up by 7L4 per cent but 
toe support price of wheat 
c omp a re d to wholesale prices 
of all commodities went down 
by 44.7 par cent 

The resalt was that the real 
Income par hectare of wheat 
gr o wer s went down to spite of 
toe substantial increase in 
production. 

Farmers believe that the 
present crisis, which they are 
undoubtedly exploiting, caused 
by inadequate availability of 
foodgrains, is not doe to any 
deficiency in agricultural 
practices or the laziness of the 
formers but because of flawed 
price and trade policies. Unless 
farmers are thought of as 
tinman beings and not as 
machines, production will 
continue to foil behind the 
growth of population. 
Unfortunately, the economic 
reforms have nothing to say 
about their problems. 


K.K. Sharma 




Bombay’s commercial district (Photograph by Qlyn Gen in) 


K. K. Sharma on life in a sleepy market town 


Why the wheat traders are agog 


T HE WHOLESALE market 
to Sohna, a small town 
to the Gurgaon district 
of Haryana, lies dormant for 
most of the year. But for two 
months In the autumn when 
the kharif (summer) crop 
comes to the market and to 
May and June when the raU 
(whiter) crop is sold, the ram¬ 
shackle marketplace hums 
with activity. 

This year, the market’s arils 
(middle-men) are agog at toe 
change to its sales pattern. In 
previous years, whenever 
wheat was brought to tiie mar¬ 
ket, all hut fee superior “dest* 
varieties were automatically 
bought by the Food Corpora¬ 
tion of India, the government's 
procurement agency- to May, 
when tractors were busy 
bringing In trolley-loads of 
ordinary wheat which the cor¬ 
poration would normally have 
bought for nfHrfal stocks. Its 
small office in the market was 
deserted. 

"They (the officials) have Ht- 
tie to do. They know they can¬ 
not compete with the traders 
tills year,” said an arti. 

The sale of wheat is a com¬ 
plex business, and it takes the 


whole day to sell a trolley¬ 
load. As the wheat cascades 
down to the cem en ted floor, 
once the sides of the trolley 
are opened, the aril's employ¬ 
ees start to get busy. Women 
with cane strainers sift the 
grain carefully to separate it 
from the dwir. It is an elabo¬ 
rate exercise that is done man¬ 
ually by throwing the wheat 
into toe Mr on traylike sifters, 
so that the grain separatee 
from the chaff and dirt. 

(fradoaHy, a big pile of the 
deemed wheat builds up with 
the small mound of chaff 
besides it. This operation 
takes three or four hoars. 
Then, a small group of traders 
begins to wander from one 
arti’s stall to another, care¬ 
fully studying the quality of 
the grain by mMthig it, pour¬ 
ing fistfnlls from one hand to 
another and even tasting it 
“They see whether the grain 
is broken or diseased. Only the 
full grain heaps fetch the high¬ 
est price,” explains the arti. 
Then they start bidding and, 
to an kind of Impromptu auc¬ 
tion that follows, the price 
slowly rises while Us former- 
owner stands by anxiously. 


In prevtomt years, Dharam¬ 
pal, a farmer who owns seven 
ernes to the village of Indri, 
sold Us grain to the official 
ft gwnrif fg at the minimum sup¬ 
port price. "Some farmers 
grow deal wheat and the trad¬ 
ers came (mly for this superior 
quality. This year, they are 
buying everything,” he says. 

The bids started at well 
above the support price at 
Rs330 a quintal and In a mat¬ 
ter of minutes had reached 
Bs380. This la best price I 
have ever got,” says Dharam¬ 
pal, beaming wifo satisfaction. 
He is happy to have brought 
his wheat to the market rather, 
than wait for li to rise. 

“Many formers are holding 
on to their wheat I have to 
sell now because I must repay 
my debts,” says DharampaL 
The richer fanners, he says, 
can afford to wait far the price 
to rise In two or three months, 
but he had to sell as soon as 
ids wheat was harvested. 

The wheat crap to Sohna has 
been a good one, says Dharam- 
paL The winter rain, unlike 
tiie monsoon, did not play tru¬ 
ant and, besides, he bat a 
working tube-well to provide 


water. He uses urea as a fertil¬ 
iser in Bipnii quantities since ft 
is e xpensi ve (he does not know 
why fertiliser prices have gone 
up, although he is aware of the 
"subsidy” on It). 





. tiff - 


But he sees no reason for 
shortages because, he says, the 
harvest has been as good as in 
the past two years. Dharampal 
docs not know why he is get¬ 
ting such a good price for his 
wheat. He speaks of "God's 
grace” and looks to the heav¬ 
ens in gratitude. He is not 
aware of any ganging up by 
the fanners and traders* 
though he has heard of fitaheu- 
dra Singh Tlfcalt, the militant 
farmers’ leader in Utter Prad¬ 
esh, who is fighting for a bet¬ 
ter deal for his community. 


Militancy has not reached 
sleepy Sohna. The arti is also 
posted at the change this year 
as, he says, the traders used to 
boy only the desl variety or 
damaged grain that the official 
agencies would not touch. 
The formers have got a good 
price this year. The govern¬ 
ment is now picking up dis¬ 
eased wheat only, and not too 
much of that” 
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all 138 years of it 



ANZ Group is represented Fn 
India through the branches of 
ANZ Grindlays Bank pic 
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Midland shareholders 
back Hongkong offer 

Hongkong Bank yesterday won overwhelming 
acceptance from Midland shareholders for its 
£3.6bn ($6.8bri) takeover offer, giving It a total 
of 63.58 per cent of the British doarer's share 
capita/. The prospect of a sfgnfflcanf block of 
Midland shares lying outside Hongkong Bank's 
control seems to have been excluded. Page 26 
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Italy’s financial watershed 

The departure of Mr 
Guido Roberto Vitale as 
managing director of 
Euromoblliare, the Milan 
merchant bank he 
founded in 1973, points 
to a watershed in Italian 
finance. Hts decision fol¬ 
lows Monday’s resigna¬ 
tion by Mr Renato Pretl 
(left) as managing direc¬ 
tor of Sviluppo, another 
entrepreneurial mer¬ 
chant bank which thrived 
in the strong corporate finance markets of the 
fate 1980s. Page 22 

Ghana chalks up market hopes 

With blackboard and chalk, and a public trad¬ 
ing floor laid out like a classroom, Ghana's 
nascent stock exchange Is laying the founda¬ 
tions of what its officials hope will be one of 
Africa's most promising emerging markets. 
These ambitions may appear Incongruous 
against the market’s C31bn ($77m) capitalisa¬ 
tion from 75 listed companies, but the govern¬ 
ment is committed to selling off more than 330 
state-owned companies; and private compa¬ 
nies are increasingly looking at raising money 
through new issues. Sack Pegs 

Toyota at a crossroads 

Dissension in the board- 
room Is not a standard 
canon of Japanese man¬ 
agement practice. Yet 
subtle signs are emerg¬ 
ing that Toyota Motor, 
Japan's most profitable 
company and its biggest 
carmaker, is locked in 
debate over which direc¬ 
tion to turn the steering 
wheel in the face of the 
steep downturn in the 
.. car market Page 21 

Taste grows for Chilean wine 

Globe-trotting foreign vintners have been, 
increasingly eyeing Chile's central valleys and 
a recent survey by the Wine Spectator found 
the country to be the most popular destination 
among foreign Investors In the business. They 
are igredby (and values that are a fraction of 
those In the Napa Valley or Bordeaux, the vir¬ 
tual absence of vine pests and a climate that is 
Ideal, for viticulture. Page 3« 

TSB returns to profit 

A sharp reduction in bad 
debt charge and tight 
control over costs 
enabled TSB, the UK’s 
sixth largest banking group, to return to the 
black in the six months to April 30, with pre-tax 
profits of £92m ($ 170.2m). Pago 20 
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Opel falls 
19% and sees 
further drop 


By Andrew Fisher in Frankfurt 

OPEL, the German subsidiary of 
General Motors of the US, 
expects a further drop in profits 
during 1992 after a 19 per cent 
fall in net income last year to 
DMl.lbn ($687m), Mr Gail Gun¬ 
derson, finance director, said. 

This year’s earnings decline 
will reflect the shift in business 
away from Opel's domestic mar¬ 
ket - where the post-unification 
boom in car sales has tailed oft - 
to export markets where margins 
are lower, he added. However, 
turnover in 1991 rose 14 per cent 
to DM27bn. 

One factor that held down prof¬ 
its was the model switch from 
the Kadett to the new Astra fem- 
Oy car which caused production 
to fall 5 per cent to 995,000 units. 
Model start-up costs were also 
DM3O0m higher than In 1990. 

Opel also had to write off 
DM450m of the value of its 
investment in Saab, the Swedish 
car company In which General 
Motors took a 50 per cent stake 
and management control in 198% 
In addition, Opel added to its 
pension reserves and bore an ini¬ 
tial DM 125m loss through the 
acquisition of its east German 
site In Eisenach where its new 
car plant will open in September. 

To meet rising demand in Ger¬ 
many last year, Opel imported 


228,000 vehicles from GM plants 
in the UK and Spain, a move 
which also eroded profits. Thus, 
its total unit sales rose 6 per cent 
to 12m cars, with a 27 per cent 
jump in Germany to 758,000 and a 
16.5 per cent fall abroad to 
464,000. 

This year, however, almost half 
of Opel’s vehicles will be sold in 
export markets, compared with 
38 per cent in 1991. 

“We are selling more cars at 
lower profit outside [Germany] 
and fewer cars at higher prices 
inside," Mr Gunderson said. 

Mr Louis Hughes, the chief 
executive who has just been 
appointed president of General 
Motors Europe, said Opel's out¬ 
put in the first five months of 
1992 had risen by 3 J per cent to 
590,000 cars. 

- The target for the full year was 
more than Lira cars, a rise of 12 
per cent, reflecting higher pro¬ 
duction capacity for the new 
Astra. 

He stressed the need to bring 
down costs and raise productivity 
at Opel, saying the negative fac¬ 
tors on the German industrial 
scene had reached "a dangerous 
level". 

However, he gave no further 
details of Opel’s talks with 
unions to reduce labour, espe¬ 
cially at its main RQsselsheim 
plant near Frankfurt. 


Lasmo in $200m 
assets disposal 


By Roland Rudd In London 

LASMO. the UK oil exploration 
and production group, said yes¬ 
terday that-planned US property 
disposals worth, at least 8200m 
would more than ofbet the reduc¬ 
tion in the amount raised from 
the flotation of Ultramar Corpo¬ 
ration. 

- The flotation of the North 
American oil refining business 
owned by Lasmo was expected to 
take place last night before deal¬ 
ing dosed on the New York Stock 
Exchange. 

Goldman Sachs, the US invest¬ 
ment hank handling the flotation, 
has lowered the price range of 
the 33m shares on offer to 
between $15 and $17. 

Hus would raise between 
$495m and $561 instead of the 
$660m Lasmo originally hoped to 
raise. 

Mr Norman Davidson Kelly, 
Lasmo’s director for corporate 
development, said the shortfall 
would be more than made up by 
planned property disposals. 

Ultramar’s oil and gas business 
is valued at more than $100m by 
Lasmo. A further $ 100 m could be 
realised from selling Ultramar's 
US property interests. 

The property disposals, expec¬ 
ted either later this year or eariy 
next year, would be via trade 
s al es . 


“It may have to sell one or two 
tilings it did not intend to sell," 
said one of Lasmp’s advisers, 
.“but the main thing is that it is 
selling the Norths American oil 
refining business' immediately." 

Lasmo’s oD and gas businesses, 
which are based in Louisiana, 
produce 19,000 tons of oil a day. 
Ultramar has properties in Calif¬ 
ornia and the East Coast, 

Mr Davidson Kelly said: “We 
are very pleased that within six 
months of acquiring Ultramar we 
have been able to sell its refining 
busineaa and concentrate our 
resources on exploration and pro¬ 
duction." 

Lasmo’s disposal of the North 
American downstream assets, 
earmarked since it took over 
Ultramar, was expected to go to a 
single buyer. However, lack of 
interest from potential buyers 
forced the company to seek a flo¬ 
tation. 

In the wake of the aborted flo¬ 
tation of GPA, Lasmo shares 
have fallen because of nervous¬ 
ness about international public 
offers. The shares yesterday 
firmed 2p to close at 178p. 

However, Goldman Sachs, 
which acted as US lead manger 
in the GPA planned flotation, 
said it was confident that the 
Ultramar flotation would not be 
tainted by GPA, which it 
described as a “one-off situation". 


UK merchant bank 
to complete break-up 


By David Barchard In London 

BROWN SHIPLEY, the small UK 
merchant banking group, is to be 
broken up after making a pre-tax 
loss of £27.1m ($50O3m) in the 
year to March 3L The group’s 
holding company will now con¬ 
sist of stockbroking and invest 
ment management businesses 
with a net asset value of £l7.3m. 

Its banking subsidiary has 
been sold for £2 to Kredfetbank 
Luxembourgeoise, Brown Ship- 
ley’s main shareholder, .while 
Leasing Management Sendees, 
the group's other main business, 
has been sold to Woodchester 
Investments for £59m in cash. 

The sales complete a process 
begun in May when Brown Ship- 
ley sold its insurance broking 
operations to Holmwoods Group 
for £30m in cash and £3m In 
paper and its offshore operations 
to Standard Bank Investment 
Corporation of South Africa for 
ElOm. 

Shareholders will be asked to 
approve the sale of the insurance 
group at an extraordinary gen¬ 
eral meeting on July 13. But the 
stock exchange allowed the sales 
of the bank and its leasing sub¬ 
sidiary to go ahead without a 
meeting because of KBL’s posi¬ 
tion as Brown Shipley’s main 
shareholder. 

Mr William Dacombe, who took 
over as chairman and chief exec¬ 


utive in November last year, said 
yesterday the decision to break 
up the group was forced on it 
after Its two main businesses, 
leasing and banking, fell into 


Leasing Management Services, 
the group’s leasing subsidiary, 
was hit by lease terminations 
which produced a loss of £15m 
last year, while the bank's corpo¬ 
rate lending book notched up 
provisions of £14.7m. 

The two combined to. drive 
Brown Shipley, which made a 
loss of £5.5m in 1990/91, into an 
unsustainable pre-tax loss of 
£28.6m in the year to March 31 
im 

At the start of 1991, the group 
had a total balance sheet of 
£L66bn. A year later it was down 
to £749rtL Yesterday the group 
had a pro forma balance sheet of 
£69-3m. 

Mr Dacombe said yesterday the 
group was undercapitalised and 
had to dispose erf Its subsidiaries. 
If we did not have this capital 
problem we would not. be selling 
things off," Mr Dacombe said. 

The four stockhroking busi¬ 
nesses of the group were all in 
profit last year. 

The banking group had net 
assets of £10.4m at the end of 
March, but made a loss of £32£m 
last year. The terms of the sale 
allow KBL to continue to use the 
Brown Shipley name if it choses. 



Robert Horton 


David Simon 


Ian Hargreaves on the upheaval at British Petroleum 


F rom his earliest days as a 
senior British Petroleum 
manager, Mr Bob Horton 
talked tough and acted tougher. 
His tenures in charge, first of oil 
tankers, chemicals and then 
Standard OH of Ohio, BP'S big¬ 
gest US investment, all involved 
ambitious reshapings, loud com¬ 
munication and fewer jobs. 

Yesterday Mr Horton found 
that toughness was not enough 
to ensure a continued hold on Ms 
lifetime's ambition - the chair of 
BP. 

Horton joined the company 
straight from university in 1957 
- at roughly the same time as 
his arch-rival, Mr David Simon. It 
was Mr Simon who yesterday car¬ 
ried off tiie chief executive's title. 

Throughout his career, Mr Hor¬ 
ton tackled and succeeded in 
some extremely difficult jobs. IBs 
already abrasive style was given 
further edge during his period at 
the head of BP’S North American 
operations. When he first arrived 
in Cleveland in 1986, at what was 
the headquarters of Standard Oil 
of Ohio, Mr Horton called a big 
meeting of senior staff and told 
them that times were hard and 
that some would lose their jobs. 

He then drastically changed 
the senior management, bringing 
on younger and more vigorous 
men, a Horton hallmar k through¬ 
out his career. In spite of these 
extensive sackings, Mr Horton 
was respected and even liked by 
many of the old Standard men - 
at least those who survived the 
purge. 

His straight t ouring , tifa uncon¬ 
cealed ambition and determina¬ 
tion to shake a moribund organi¬ 
sation back into life appealed to 
the American sense erf what a big 
company chairman should be 
like. Mr Horton was also assidu¬ 
ous in cultivating civic leaders, 
showing that under new manage¬ 
ment Standard would be a “good 
citizen'’. 

He was clever too in cultivat¬ 
ing the investment community, 
with frequent visits to Wall 
Street, where his openness and 
abrasive good humour were well 
received. On his return to the 
UK, however, these qualities 
were less welcomed among Brit¬ 
ish colleagues. Even In a com- 


Wellcome 
330m share 
offer valued 
at £3bn 

By Maggie Unry In London 

WELLCOME Trust, the medical 
charity, indicated yesterday it 
would sell 330m shares in Well¬ 
come, the drug company, in next 
month’s international tender 
offer. At the closing share price 
of 914p, up lp, the offer would be 
worth £3bn (J5.6bn). 

The prospectus, published yes¬ 
terday. said the group expected ; 
pretax profits and earnings per ; 
share for the year to August 31 to 
be "si gnifican tly higher than in 
the 1991 financial year”. Analysts 
are forecasting profits of £500m 
to £510m and warnings or about 
36p per share. In 1991 pre-tax 
profits were £402.9m and earn¬ 
ings per share were 29.3p. 

Mr Lawrence Banks, head of 
corporate finance at Robert Flem¬ 
ing, the merchant bank co-ordin¬ 
ating the global offer, said the 
330m figure was “conservative" 
and be felt “very confident we 
have excess demand 1 *. He did not 
expect to decrease the issue size. 

Mr Roger Gibhs, chairman of 
the trust, said strong interest had 
been shown in the shares. 

The provisional allocation of 
shares gives 165m to the UK mar¬ 
ket, 80m to the US, 25m to Japan 
an d the remainder to be spread 
around the rest of the world. 
Within the UK portion, £180m- 
worth of shares 1s being ear¬ 
marked for the public offer. 

The company today starts pre¬ 
sentations to investors in 29 
cities. The official tender process 
starts on July 6 and is expected 
to close on July 24. The UK pub¬ 
lic offer will close on July 2L The 
tender price and basis of alloca- 
tious should be announced on 
July 27 with dealings in the 
shares suspended for the first l*A 
hours of that trading day. 

Lex, Page 18; Details, Page 27 


Sometimes 
toughness is 
not enough 


pany which cultivates and prizes 
ambition, Mr Horton was seen as 
pushy and insensitive. 

In judging Mr Horton's tenure 
at BP, it is impossible to avoid 
these questions of personality, 
because Mr Horton made them 
an issue. As someone who had 
spent more than three decades 
inside one of the most bureau¬ 
cratic Industrial corporations in 
the world, Mr Horton came to the 
top job in 1990 with a revolution¬ 
ary manife sto in hawd, 

Project 1990 contained his pro¬ 
posals to transform a sluggish, 
committee-driven corporate sys¬ 
tem into one capable of discover¬ 
ing and releasing the entrepre¬ 
neurial talents of Bp’s managers 
- what he called “the corporate 
equivalent .of perestroika and 
glasnost”. His aim was to shake a 
culture bom in the happy alli¬ 
ance of British imperial greatness 
and the handsome fortunes of the 
oil industry In most of the four 
decades which followed the war. 

There were many, both inside 
and outside the company, who 
agreed that this was indeed the 
necessary and urgent focus of 
BP. It had spent its. way foohshjy 
into copper, coal and some other 
non-oil businesses in the 1970s, 
until Mr Horton’s predecessor Sir 
Peter Walters had, with Mr Hor¬ 
ton’s close support, forced BP to 
lurch back to base. 

The BP Mr Horton inherited in 
1990 was built around oil explora¬ 
tion, ofl refining, chemicals and 
animal feeds. Since then BP has 
Indicated its willingness to sell 
the feeds business and would 
probably, in the unlikely eventu¬ 
ality of there being a bidder, pull 
back in chemicals too. 

But essentially, Mr Horton was 
able to take the view that the big 
sectoral adjustments had been 


made. What he said he wanted 
was a company capable of 
responding more sharply and 
flexibly to the marketing chal¬ 
lenges in downstream oil and 
chemicals and executives more 
capable of delivering that most 
elusive but indispensable of oil 
company assets: the ability to 

find nil 

As it has turned out, all of this 
has taken place against the back¬ 
ground of weak demand, anaemic 
oil prices and high real interest 
rates. These were particularly 
onerous because BPs debt has 
risen steeply - partly because, 
just before Mr Horton took over, 
it bought back shares which the 
Kuwait Investment Office had 
acquired in 1987 when the UK 
government’s sale of its BP stake 
coincided with the stock market 
crash. 

It has been against this trying 
background that Horton has 
launched Project 1990 and tried 
to make it work. 

P roject 1990 was spurred by 
a questionnaire sent to 150 
top managers in 1989 and 
later to 4,000 lower-level employ¬ 
ees. It revealed widespread igno¬ 
rance of BPs strategy and some 
fierce criticism of the multi-tiered 
committee and review system, 
which many felt institutionalised 
second-guessing in a damaging 
way. BP head office alone had 86 
committees. Horton told his col¬ 
leagues: “You have one principal 
task - remove them! If in doubt, 
eliminate." 

The executive power of the old 
divisional managing directors 
was to be shorn away and the 
corporate centre scaled back 
from 540 people to 380. 

All of this was accompanied by 
a proclamation of values, such as 


"openness, care, teamwork, 
empowerment and trust". Scep¬ 
tics charged that Horton had 
merely swallowed the avant 
garde manager’s dictionary. Oth¬ 
ers argued that he was bringing 
the latest business school think¬ 
ing to bear on the toughest kind 
of management problem. 

It was an expensive programme 
- thought to have cost more 
than £20m ($38m) - with Its myr¬ 
iad of workshops, communica¬ 
tions and training programmes 
and transformed view of "human 
resource" management in the 
company. The theory was that 
information would flow, manag¬ 
ers would feel compelled to 
“own" problems and be “empow¬ 
ered" to do something about 
them. 

Inevitably, an attack on corpo¬ 
rate baronies, revised job descrip¬ 
tions and job losses produced 
resistance and bitterness. This 
reflected Itself in an outbreak of 
samizdat anti-Horton satire 
within the company. 

Last December, the FT profiled 
Mr Horton in his new office in 
BP’S splendidly refurbished head¬ 
quarters. Before long, photo¬ 
copies of the article, with com¬ 
pletely rewritten text, were 
circulating. “The centrepiece is a 
huge chair," it said, “raised on a 
stepped platform. Horton greets 
me and motions me to a seat on 
one of the lowers steps. ‘I 
designed it myself. It’s modelled 
on Napoleon’s throne.’" 

Before that, an un-named 
senior executive had expressed 
doubts about whether Mr Horton 
himself could live by the value 
system he had proclaimed. “Do 
we really think Bob Is going to 
stop second-guessing his top col¬ 
leagues? That’s the only way all 
this change will work." 

Or to quote another executive: 
“The character of the man is to 
direct strongly - he instinctively 
wants to be seen as hands-on. 
But he also wants to be seen as 
an innovative leader." 

The word from the palace revo¬ 
lutionaries yesterday was that 
the Project 1990 and the trek 
towards a new culture continues. 
BP has decided that Horton was 
part of the problem, not part of 
the solution. 
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Bosch checks profits slide 
as cost-cutting continues 


By Andrew Rsfier in Frankfurt 

ROBERT BOSCH, the German 
automotive components, tele¬ 
communications and engineer¬ 
ing group, is continuing its 
cost-cutting and productivity 
drive in the face of intensifying 
world competition, although 
the slide in profits has been 
checked, said Mr Marcus Bier- 
ich, the chief executive. 

He reported a 3-5 per cent 
drop in net profits last year to 
DM540m (SS38m), with turn¬ 
over nearly 6 per cent higher 
at DM33.6bn. This followed a 
steeper decline of almost 10 per 
cent in earnings to DM560m 
during 1990. 

Mr Bierich said that turn¬ 
over had improved by 5.4 per 
cent to DM14-3bn in the first 


five months of 1992, with the 
percentage rise for the full 
year likely to be about the 
same as last year. But this 
forecast was laden with “con¬ 
siderable uncertainties" in 
view of the worldwide political 
and economic situation. 

The sharp drop in profits 
that had begun in 1590 was 
halted in the course of 199L, he 
said. But customers were still 
putting pressure on prices - 
this has been especially true 
on the motor components side 
- and Bosch was no longer 
able to pass on Its higher 
labour costs to purchasers of 
its products. 

Some 4,000 jobs were shed 
last year within the Bosch 
group, which employed 177,000 
people at the end of 1991. 


Excluding the additions from 
new acquisitions, however, the 
decline was 8,000. A further 
1,500 jobs had gone so far this 
year through non-replacement 
of those leaving and early 
retirements. 

Mr Bierich said that the lat¬ 
est wage deal in the engineer¬ 
ing industry would raise 
domestic labour costs per hour 
by an average 5.5 per cent a 
year. Since competition was 
too tough to allow more than 
minimal price rises, productiv¬ 
ity would have to rise-at this, 
rate to maintain profits and 
enable Bosch to remain inde¬ 
pendent 

This meant no overall rise in 
group employment and further 
job cuts in sectors with weak 
profits or poor growth. 


TSB turns in £92m at hattway 


By David Barchard hi London 

A SHARP REDUCTION in bad 
debt charge and tight control 
over costs enabled TSB, the 
UK's sixth largest banking 
group, to return to the black in 
the six months to April 30, 
with pre-tax profits of £92m 
($l73m). 

Sir Nicholas Goodison, TSB 
chairman, said the results were 
not surprising but showed the 
bank was reaping the rewards 
of its restructuring operations 
since the late 1980s. 

“The TSB group is now in 
much better shape after the 
hard work of the last three 
years,” Sir Nicholas said, 
announcing that the interim 
dividend would be maintained 
at 8.15p. 

A year ago, TSB incurred a 
pre-tax loss of £150m after bad 
debt provisions of £422m, fol¬ 


lowing problems in the corpo¬ 
rate lending book of HU1 Sam¬ 
uel, its merchant bank subsid¬ 
iary. 

Although the result was rela¬ 
tively encouraging when com¬ 
pared with last year’s losses, 
TSB’s operating profit was 
down from £272m to £257m. 

City analysts said the results 
were in line with expectations 
and suggested that TSB’s core 
retail banking businesses were 
faring reasonably well in spite 
of poor market conditions. 

Hill Samnel's bad debt 
charge was £46m. down from 
£346m a year ago. The mer¬ 
chant bank cut its loss to £54m 
from £324m. 

The group charge for bad 
debts was also down, faning to 
£l65m from £422m. These 
included a £37m charge for 
losses at Mortgage Express, the 
TSB mortgage company shut 


down last year. Without this 
charge, pro visions on losses in 
retail banking would have 
been fiat 

The recession was blamed 
for a fail in profits at the 
group's principal businesses. 
TSB Retail Banking made 
£ 121 m, down from £128m, and 
TSB Insurance made £49m, 
down from £58m- 

During the half-year, TSB 
picked up £1.4bn of higher 
interest deposits. Total assets 
were down from £27.3bn a year 
ago to £25.6bn. Net interest 
income was barely changed at 
£487m while other income rose 
to E434m from £400m. 

Its risk asset retie has risen, 
from 10.6 per cent in April last' 
year to 12.6 per cent Net assets 
per share were up from l09p to 
114p. Earnings per share were 
3.87p (loss Of 7.7)p). 
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Handelsbanken in US bond issue 


SVENSKA Handelsbanken, one 
of Sweden's leading commer¬ 
cial banks, has negotiated a 
$4Q0m 12-year subordinated 
bond issue on the US money 
market which is designed to 
strengthen its capital base, 
writes Robert Taylor in Stock¬ 
holm. 

The bond issue was placed 


through the investment bank 
Merrill Lynch along with Leh¬ 
man Brothers and Morgan 
Stanley. 

Mr Arne Martensson, chief 
executive at Handelsbanken 
said this was the first time that 
the bank had negotiated a sin¬ 
gle bond issue in the American 
market but this reflected the 


favourable international view 
of Handelsbanken's financial 
strength. 

Although hit by credit losses 
like the rest of Sweden's com¬ 
mercial banks, Handpls h ankpn 
remains in a much stronger 
position than its competitors. 
Operating profits for the first 
four mouths were SKr664m. 


Champion surfaces for Eurotunnel investors 

William Dawkins looks at the campaign to protect the interests of small shareholders 


E UROTUNNEL’S small 
shareholders are 
starting to get restive 
for the first time since the 
Channel tunnel builder and 
operator was floated on the 
stock market nearly five years 
ago. 

A shareholders’ action group 
made its debut yesterday at 
Eurotunnel’s annual meeting 
in Paris, the first stage in a 
campaign to ensure they do 
not get sidelined in any com¬ 
promise deal with the con¬ 
structors on cost over-runs. 

The action group Is headed 
by Mr Christian Cambier, a 
voluble former banker who is 
founder and president of Fri- 
gest, a small Parisian fund 
management group. He claftna 
to have gathered support, over 
the two weeks since he 
founded the action group, from 
about 1,000 out of Eurotunnel's 
600,000 mainly small sharehold¬ 
ers. They represent about 1 per 
cent of the equity capital, he 
believes. 

Mr Cambier was not out to 
make waves yesterday, simply 
to draw attention to small 
shareholders' interests. “We 
are preparing our defences 
because we fear that the small 
shareholders could one day 
become the hostages in the bat- 


EUROTUNNEL yesterday said 
shareholders would get their 
first dividend, soon after 
die end of the decade, throw¬ 
ing uncertainty over earlier 
forecasts of a pay-out in the 
year 2000, writes William 
Dawkins. 

Mr Andre Benard, the 
French co-chairman, warned 
the annual meeting that cost 
over-runs, changes in revenue 
forecasts and interest rates 


could alter Eurotunnel's fore¬ 
cast of a profit before the end 
of the decade. 

“In the current state of 
things, the payment of the 
first dividend will come as 
soon as possible after the first 
profits, on condition that our 
agreements with the banks 
allow It,” he said. 

The tunnel is due to open in 
autumn next year, bnt will 
not be able to provide a full 


mil service until summer 1994. 

Technically. Eurotunnel is 
in breach of its bank cove¬ 
nants because of the rise in 
the project’s cost, from £4-Sbn 
in 1987 to more than £8hn. So 
it c*n only go on drawing cash 
so long as the banks give 
waivers to the covenant The 
present waiver will keep the 
project going through August 
and September, said Mr Ben¬ 
ard. 


tie against Eurot unnel and t-tia 
contractors,” he explained in 
an interview. 

Transmanche Link (TML), 
the FrancoBritish consortium 
of construction companies, has 
said it is prepared to accept 
Eurotunnel shares or other 
kinds of paper In part settle¬ 
ment of the more than £lbn of 
extra payments it is seeking. 
What worries Mr Cambier is 
that small shareholders might 
get no rights or reduced rights 
to subscribe to new shares 
issued in a Eurotunnel capital 
increase to pay off the 
contractors. Small investors 
could see their holdings seri¬ 
ously diluted as a result, he 
fears. 

“We have been in the project 


all the way and we know it will 
be profitable. We don’t want 
the contractors to run off with 
everything at the last minute, ” 
he said. 

He suspects that it might be 
in TML's interests to drive 
down the Eurotunnel share 
price before such an offer, to 
help the contractors get the 
largest possible percentage 
stake in Eurotunnel for their 
money. 

T his, at least is how Mr 
Cambier interprets last 
month’s controversial 
remarks by Mr Martin Bouy- 
gues, chairman of the Bouy- 
gues construction group, that 
he could not exclude Euro¬ 
tunnel going bankrupt 


A sharp fan in Eurotunnel’s 
share price followed, triggering 
an Inquiry by the Commission 
des Operations de Bourse, the 
market watchdog. Bouygues 
had no comment yesterday. 

Eurotunnel says it will agree 
to no rights issue or paper set¬ 
tlement with TML without con¬ 
sulting an extraordinary gen¬ 
eral meeting first. Mr Andrd 
Benard, its French co-chair¬ 
man assured shareholders yes¬ 
terday that their interests 
would be protected. 

Nevertheless, said Mr Cam¬ 
bier: “I want to collect maxi¬ 
mum proxy powers for a possi¬ 
ble fight at the extraordinary 
general meeting, which Z 
expect either in the autumn or 
next spring . . . Eurotunnel is 


under enormous pressure, from 
its 223 banks and the 10 con¬ 
tractors. I just want to make 
sure that we get the opportu¬ 
nity to buy the new shares on 
the same day and at the same 
price as everyone else.” 

H e has approached big 
French institutional 
investors, like the 
Insurance groups UAP, AGF 
and AXA to join the group. 
They have been sympathetic, 
but have not yet joined - 
impeded, believes Mr Cambier, 
by the fact that they already 
have large investments in the 
French construction compa¬ 
nies. 

Mr Cambier has taken up the 
flag partly on behalf of the cli¬ 
ents - whose ElOOm he has 
under management - who are 
Eurotunnel investors. He also 
h a s a healthy sense of wari¬ 
ness over the problems s m all 
shareholders have faced in 
Paris in recent years. 

Before setting up Prigest 10 
years ago, he was a fund man¬ 
ager with Compagnie Finan¬ 
ciers Edmond de Rothschild, so 
Mr Cambier has been in the 
Paris market for long enough 
to see several examples of 
small shareholders being given 
raw deals. 


Ercros closer to receivership 


By Tom Bums In Madrid 

ERCROS, the debt-burdened 
Spanish chemical conglomer¬ 
ate which is controlled by the 
Kuwait Investment Office 
(KIO), edged closer to receiver¬ 
ship yesterday as negotiations 
broke down over the sale of a 
majority stake in its fertiliser 
subsidiary to Freeport McMo- 
can of the US. 

Sources close to Ercros said 
the KIO, which owns 40 per 
cent of Ercros, was unwilling 
to offer Freeport guarantees to 
cover future losses by the sub¬ 
sidiary, Fesa-Enfersa. A final 
decision over the guarantees is 
expected from KIO early next 
week. 

The fertiliser company 
posted losses of Ptal3.6bn 
($i3Sm) and is responsible for 
half of Ercos’ Pta99.1bn consol¬ 
idated debt A joint fertiliser 
venture between Fesa-Enfersa 


and the New Orleans-based 
commodity company is seen as 
the only way of averting 
Spain's biggest corporate 
failure. 

Negotiations for Freeport's 
acquisition of a 51 per cent 
stake in Fesa-Enfersa opened 
last month at the Instigation of 
Mr Javier de la Rosa, the Bar¬ 
celona financier who was KIO’s 
chief Spanish executive until 
three vreeks ago. 

However, the deal, which 
was for an unspecified amount, 
ran aground after Mr de la 
Rosa severed his executive 
links with KIO and a new man¬ 
agement team was appointed 
that was wary of pumping 
new funds into Spanish 
assets. 

If tiie deal is agreed, under 
the salvage plan the Barcelona 
financier, who controls a 20 per 
cent stake in Ercros, would 
inject PtalObn into the con¬ 


glomerate; Spain's publicly- 
owned bank, Banco Exterior, 
which is Ercros* main creditor, 
would lead debt renegotiations; 
and KIO would be expected to 
provide a further Pta25bn in 
capitalisation. 

• Telefonica de Espana, the 
Spanish telecommunications 
group which also owns and 
operates telephone networks in 
Argentina and Chile, is inter¬ 
ested in acquiring a stake in 
Uruguay's state-owned An tel 
telephone company when ft is 
privatised, a Telefonica execu¬ 
tive said in Montevideo, Reuter 
reports. 

The Uruguayan government 
intends to sell off 60 per cent of 
the company to foreign and 
local investors. It has not yet 
organised a tender for the sale 
of Ante! stock because there is 
a poll on July 5 calling for a 
referendum on the privatisa¬ 
tion proposals. 


March family buys up 
shares to merge banks 


By Tom Bums 

SPAIN'S March family has 
been forced to buy out minor¬ 
ity shareholders in its invest¬ 
ment bank Banco de Progreso 
before merging it with Banco 
Urquijo, the medium-sized 
retail bank that it also 
controls. 

The developments follow the 
failure of negotiations for the 
sale of Banco de Progreso to La 
Caixa. the Barcelona-based 
savings bank. 

Madrid's stock market com¬ 
mission yesterday suspended 
trading in Progreso following 
an announcement that Corpor¬ 
ation Alba, the March family 
holding which owns 40 per 
cent of Progreso’s equity, was 
offering Pta2,7Q0 per Progreso 
share. 

The price represents a 
12.5 per cent premium and val¬ 


ues Progreso’s five-branch net¬ 
work at Pta20.lbn ($205tn). 

La Caixa, Spain’s biggest 
financial institution, had 
signed a letter of intent to 
acquire Progreso a month ago. 
The savings bank had aimed to 
move into corporate banking 
through the purchase, but it is 
understood to have objected to 
the concentration of Progreso’s 
loans and to the price set by 
the March family. 

The decision to merge Pro¬ 
greso with Banco Urquijo that 
has been suddenly forced on 
the family involves a poten¬ 
tially messy partnership 
between two distinctly differ¬ 
ent institutions. Originally, the 
March family had hoped to 
boost Banco Urquijo, whose 
profits dropped by 20 per cent 
last year to Pta3.7bn, with 
funds from the sale of 
Progreso. 


One thing about being a 
global leader.- it minimizes the problem 
of foreign competition. 


When you operate in 90 countries too fast precise, dangerous, remote. Our avionics equipment is on virtually 

around the world, you basically boring or labour-intensive for people every aircraft in the western world, 

redefine the whole concept of foreign to tackle. This solves a myriad of And we have the largest instai led 



competition. And when you’re the 
market leader in your industry, 
you’re better able to cope with the 
competition you do face. 

That’s Honeywell’s situation as we 
face the 1990s. And it’s one reason we 
believe Honeywell is poised for con¬ 
tinued growth throughout this decade. 

You see, besides being a leader 
in the world’s industrialized nations, 
we’re also ready for the developing 
markets of Eastern Europe and the 
Far East. The result of strong 
footholds we’ve established through 
60 years of international business. 

We got to this position by 
concentrating on one business. 
Controls. Sophisticated ones for homes, 
buildings, industry and aviation. 

Specifically, Honeywell controls 
and systems perform tasks that are 


pressing contemporary problems for 
our customers. Such as maximizing 
the efficient use of energy and 
materials while simultaneously 
minimizing waste and pollution. We 
also help people be more productive 
and increase their safety and comfort. 

Today Honeywell controls are 
in 60 million American homes and 
40 million homes in Europe. 
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base of distributed industrial process 
control systems in the world. 

How is this reflected in sales? 

Last year, measured on a 
comparable basis, sales increased in 
each of our three businesses. All in a 
soft global economy. 

Therein lies yet another strength of 
our broad market presence: we have 
the ability to remain competitive 
throughout economic cycles. 

We believe that’s one reason our 
stock price has gained value year on 
year since 1989. See for yourself on 
the graph.* 

Better still, write to us for 
complete information today. 

Honeywell Investor Relations, 
Honeywell Europe, Ave. du Bouiget, 3. 
1140 Brussels, Belgium. Or give us a • 
call, 022) 728-22-76. 

Honeywell 


* Share prices can fall as well as rise. 

Past performance cannot be relied upon as a guide to future performance. 
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Helping You Control Your World 


koram bank 

NEGOTIABLE FLOATING RATE 
U.S. DOLLAR 

CERTIFICATES OF DEPOSIT 
MATURING JUNE 93/94 

Holders of Certificates of Deposit of the above issue 
are hereby notified that for the next interest period 
from June 29, 1992 to December 29, 1992 the 
following information is relevant 
1. Applicable 

: 4.5% per annum 


interest rate 

2. Interest payable 
on next interest 
payment date 

3. Next Interest 
payment date 

Agent 

BA Asia Limited 


: US$11,437.50 per 
US$500,000.00 nominal 

: December 29,1992 


June 26, 1992 


U.$£ $20Q,00Q#00 


Floating Rate lM6t§s, Series FY, 
Due July 2002 


Interest Period 

24th January 1992 
24th July 1992 

Interest Amount per 

U.S. 610,000 Note due 


24th July 1992 

U.S. $240.12 


Credit Suisse First Boston Limited 
Agent 



TAX-FREE SPECULATION 
IN FUTURES 
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REAL-TIME EUROPEAN AND U.S. STOCK MARKET DATA AND 
ANALYSIS AT REALISTIC PRICES 
* ALSO FUTURES * OPTIONS * BONDS * FX AND NEWS * 
CALL « LONDON 71-329-3377- FRANKFURT 49-69-639125 
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S Elkem 


Norway’s Elkem Group — a leader in metals and 
alloys for the world's steel, foundry, aluminium, 
chemical and electronics industries — had sales 
in 1991 of NOK 7,814 million compared to 
NOK 8,008 million in 1990. The company 
showed a loss from operations of NOK 209 
million, against a loss of NOK 35 milli on for the 
year before. The ordinary net result per share 
was a loss of NOK 39, 

Elkem experienced weak markets for all of its 
main products throughout the year and is 
carrying out restructuring measures according to 
plan to strengthen its competitiveness. During 
1991, Elkem sold its 50 per-cent share in Alcoa 
Nederland Holding B.V. and acted as a driving 
force in the establishment of a Nordic steel 
company. 

Elkem's businesses are now organized into seven 
customer-oriented market divisions with global 
business responsibility combined in three 
business groups: Ferroalloys. Aluminium and 
Materials. With its energy and technology base, 
its international marketing network and its 
emphasis on quality, Elkem is helping its 
customers increase their long-term efficiency 
and market responsiveness. 

j To ma**-copy of HtaoA 1991 Annul Rxpwi, oonpfao* fl* ^ 
j nttra U ttc Elkem */*, Corpocxia CoraraunfcmioB* Dept. fXK Box N. 

I 0*0] Oda.Nomj’. 
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P Elkem 


RESOLUTION 

-OF- 

FROBISHER FUND LIMITED 

PASSED the l&ft day of June, 1992 

AT n Meeting of ihc Board of directors of the above named Company 
duly convened and held « Cedar House, 41 Cedar Avenue. HanS 
Ba»£* on the IStfi day of June. 1992 the following rewtai^ 

To set FRIDAY. 10TH JULY. 1992 w ibe final dale for a- „ 

order lo place the Company into Members’ VoJ Mlary 
John D. Campbell 

_ Secretary 
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Misawa advances 
results after 
shares plummet 
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By EmHco Terazono In Tokyo 

MISAWA Homes, the Japanese, 
house builder, yesterday 
announced its consolidated 
results a day early following a 
plunge in its stock price after 
rumours of financial problems. 

Jitters over Japan's property- 
related companies have been 
souring Investor sentiment. 
Last week, rumours of prob¬ 
lems at Daikyo, the leading 
condominium builder, sent the 
stock plunging, and the Tokyo 
market with tt 

Misawa, following Dalkyo's 
example last Thursday, yester¬ 
day denied rumours that it 
faced financial difficulties 
stemming from deteriorating 
business at its resort and golf 
development subsidiaries. 

However, the announce¬ 
ments were for from reassur¬ 
ing. Mr Bernard Siman, prop¬ 
erty analyst at Jardine 
Fleming in Tokyo, said: 
“Assurances are not enough to 
calm worries; the only way to 
convince investors Is real dis¬ 
closure." - 

Misawa's stock price foil by 
its daily limit of Y210 to Y940. 
The share price of Daikyo, 
although recovering from its 
all-time low, remains 27 per 
cent lower than 10 days ago. 


The prices reflect worries over 
problems at Japanese property- 
related companies, notorious 
for shuffling their books. 

• Many investors are still 
shocked by last year’s failure 
of Maruko. a company special¬ 
ising In one-room apartments 
-and listed on the Tokyo Stock 
Exchange. Following market 
rumours of bankruptcy last 
-summer, Maruko announced a 
restructuring plan. However, it 
went under a few days later. 

Misawa’s consolidated pre¬ 
tax profits for the year to 
March plunged 3&6 per cent to 
Y12.7bn (SIbn) on a 0.7 per cent 
rise in sales to Y473.2bzL 

On a consolidated basis, the 
company’s short-term borrow¬ 
ings rose 34.4 per cent to 
Y234.7bn during the year, and 
interest payments increased by 
34£ per cent to Y15.5bn. 

After-tax profits plunged 94£ 
per cent to Y236m, due to a 
YLlbn extraordinary loss on 
redemptions of its convertible 
bonds. 

Daikyo, despite denials of 
severe financial problems, is 
ho better off. The company car¬ 
ries 1*800 units in completed 
inventories, and at the end of 
last March, held Y214.8bn in 
short term borrowings and 
Y431.7bn in long term debt. 


Malbak lowers earnings 
forecast by 10 per cent 

nLUI. .n nn r nf- 1..—„ 


By Philip Gawlth 
In Johannesburg 

A FURTHER weakening of the 
South African economy, 
already in recession for three 
years, has caused Malbak, the 
industrial bedding company in 
the Gencor group, to lower its 
earnings forecast for the year 
to August - 

When its interim figures 
were published In April. Mat 
bak said It was on track to 
achieve Its target earnings of 
117 cents per share. Now, how¬ 
ever, the company says it 
expects eaming w to be about 10 
per cent lower, at 105 cents a 
share. 

The announcement confirms 


the view of analysts that com¬ 
panies with year-ends this 
summer are likely to produce 
worse results than the market 
has been anticipating. 

Mr Grant Thomas, executive 

rhaiwnan, said the earning s 
forecast was the result of a 
marked deterioration In busi¬ 
ness conditions with no likeli¬ 
hood of improvement before 
the financia l year-end. 

Malbak has a strong con¬ 
sumer orientation with large 
interests in packaging and 
paper, food and pharmaceuti¬ 
cals. In the six months to the 
end of February, the group 
lifted attributable earnin gs by 
29 per cent to R152m (*54J0m) 
an a turnover of R&3bn. 


HK retailer 
abandons bid 
for French 
shoemaker 

By Simon Holberton 
in Hong Kong -and 
Alice Raws thorn hi Paris 

DICKSON Concepts, the 
up-market Hong Kong retailer, 
will pursue Its strategy of buy¬ 
ing high-quality International 
brands despite its withdrawal 
yesterday from a HK$285m 
(USS30.39m) rescue bid for 
Charles Jourdan, one of 
France’s leading shoemakers. 

Dickson agreed terms In 
April to acquire Jourdan, 
which has for several years 
been In financial difficulty, 
from Birsina Holding; a pri¬ 
vate Swiss company. Announc¬ 
ing the move, Mr Dickson 
Poon, the chairman, said the 
decision had been taken after 
completing a close examina¬ 
tion of Charles Jonrdan’s 
Onaru-tal position. 

Mr Dickson Poon, chairman, 
said his company had come to 
the decision that proceeding 
with the bid was not in the 
best interests of his sharehold¬ 
ers. He said confidentiality 
agreements precluded him 
from giving detailed reasons 
for his withdrawal. 

“Our objectives are dearly 
stated and we have no plans to 
alter them,” said Mr Poon. 
“We will not buy for the sake 
of buying, bnt if and when the 
right opportunity arises we 
wUl pursue it.” 

Hong Kong analysts esti¬ 
mate that Dickson has net 
cash reserves of around 
SHK400m. On Monday, the 
company will report Its results 
for the year to March 31. Ana¬ 
lysts are expecting net profits 
of between HE£265m and 
HKt290m. This compares with 
earning s of HK$243m in the 
previous year. 

Dickson Concepts is a niche 
retailer of luxury products. It 
has an exclusive licence to 
retail the products of S.T. 
Dupont in Hong Kong and 
Japan. Last October, the group 
acquired Harvey Nichols, the 
luxury London department 
store bom the embattled 
Burton Group, for £63.7m 
(US$99.34m) 

Jourdan, known worldwide 
for its classie women's shoes, 
said yesterday it had “no 
immediate plans” to look for 
another financial partner. 


Toyota keeps to its tried and tested formula 

But there are signs of dissension over its high-volume strategy, reports Steven Butler 

D ISSENSION in the growth in sales, may have a 
boardroom is not stan- tough time realising this goal 
dard Japanese man- unless Toyota gives, them some 


D ISSENSION in the 
boardroom is not stan¬ 
dard Japanese man¬ 
agement practice. Yet subtle 
signs are emerging that Toyota 
Motor, Japan's most profitable 
company as well as its biggest 
carmaker, is locked in debate 
over which direction to turn 
fiie steering wheel 
Toyota is trying to decide 
what implications to draw 
from the current steep down¬ 
turn In the vehicle market. Is It 
simply a cyclical decline from 
which Toyota and rest of the 
industry will recover in due 
course? Or rather, is it the sign 
of changing times, which will 
require Toyota to lower its 
long-term growth expectations, 
lengthen product cycles, 
reduce the number of models 
on sale, raise prices and prof¬ 
its, and stop expanding so 
aggressively overseas? 

Depending on who you talk 
to at Toyota these days, you 
could get a very different 
answer. 

The road that Toyota eventu¬ 
ally chooses matters a lot to 
the rest of the vehicle industry. 
With 41 per cent of the domes¬ 
tic Japanese market, and $13bn 
in the bank, it Is the world's 
richest vehicle company. This 
year’s expected 30 per cent 
decline in pre-tax profits Is, by 
itself, unimportant in the lon¬ 
ger term because Toyota has 
the resources to carry on with 
a low-margin, high-volume 
strategy for a very long time. 

Competitors like Nissan 
Motor, number two in Japan, 
which are openly saying they 
want higher profits rather than 


growth in sates, may have a 
tough time realising this goal 
unless Toyota gives, them some 
breathing space. 

The prospect Of a turn away 
from growth strategies has 
been discussed widely in the 
Japanese media. 

“Yes, there have been a lot of 
articles about this recently,” 
concedes Mr Soichiro Toyoda, 
president of Toyota, with a 
slightly dismissive air, as 
though Toyota need not overly 
concern itself with the latest 
fad preoccupying the press. 

“By now, I have more than 
30 years experience in vehicles, 
and it is not the case that the 
industry only goes up,” he 
says. “It is normal for business 
to be good and then to be bad. 
Even though it is bad now, it 
will improve. Therefore, there 
is room for hope for the 
world’s automobile industry." 

Translated, this sphinx-like 
pronouncement means that Mr 
Toyoda does not believe the 
recession marks the end of an 
era of rapid growth for the Jap¬ 
anese companies- K is simply 
one more economic cycle to be 
ridden out. 

A more junior director at 
Toyota, however, sees the situ¬ 
ation somewhat differently, 
and says Toyota must adapt to 
longer-term expectations of 
lower growth and improve the 
quality of its profits. 

"The strategy must be to 
shift toward quality, to empha¬ 
sise quality," he says. This 
does not mean, however, just 
selling more luxury cars. “I 
don’t think we will be 
one-sidedly focusing on the 



Not for turning? Mr Soichiro 
Toyoda, Toyota president 

upper end of the market.” 

Rather, according to this 
director, Toyota will have to do 
what many critics of the com¬ 
pany are demanding: raise 
margins by cutting down on 
the variety of optional equip¬ 
ment it offers to its customers 
and pulling out of low-volume 
niche markets by reducing the 
number of models available. 

“The product cycle will be 
getting longer,” he says. “All 
the manufacturers will be mov¬ 
ing in this direction.” 

Mr Toyoda, however, sees 
things somewhat differently. 
Because Toyota's customers 
are demanding new models 
and because Toyota must 


introduce new technology to 
meet safety and environmental 
standards, he says lengthening 
the model Cycle beyond the 
current four-year standard will 
he difficult. 

He says: “Because of the two 
factors - the wishes of cus¬ 
tomers and the hopes of soci¬ 
ety - our technicians are 
unable to relax. There Is a feel¬ 
ing that we are too exhausted 
and wouldn't it be nice to 
lengthen the model cycle, but 
it is difficult because not aD. of. 
us agree on this." 

It is, of course, natural in a 
company the size of Toyota 
that its leaders would not all 
see the future the same way, 
and there is no suggestion that 
TOyota is in disarray. Mr Step¬ 
hen Usher, analyst at Klein- 
wort Benson, nonetheless sees 
evidence oT indecision, and of a 
split in the company's direc¬ 
tors between an old guard that 
does not wish to change its 
ways, and younger executives 
who believe that Toyota has 
reached a turning point. 

He says: “They are like the 
bully on the block who won’t 
back down, but doesn’t want to 
fight any more.” 


A s*Mr Usher sees it, the 
Japanese carmakers 
will have to spend 
enormous amounts of ca pi tal 
in the years ahead to develop a 
new generation of more effi¬ 
cient, environme ntally-friendly 
cars. 

The question Is where that 
money will come from. In 
years past, when the stock 
market was booming, Japanese 


companies could raise capital 
for next to nothing, 1 per cent 
or less. Now they are having to 
pay 7 per cent to borrow 
money (and Toyota just raised 
SIbn at these rates). 

“Developing the next genera¬ 
tion of vehicles will require 
much higher internal cash¬ 
flow," he says. This will have 
to come from higher prices and 
profit margins, longer model 
cycles, and fewer, better-tar¬ 
geted product offerings. 

The logic of this argument is 
obvious to all of Toyota's Japa¬ 
nese competitors, who are to 
one degree or another heavily 
In debt 

Only TOyota has the luxury 
of being able to postpone deci¬ 
sion day by running down the 
enormous pile of cash it has 
accumulated. For a company 
as successful as Toyota, whose 
engineering and management 
practices are imitated all over 
the world, it is difficult to 
imagine that it would fritter 
away all that it has worked so 
hard to accumulate. 

On the other hand, perhaps 
Mr Toyoda is right after all for 
Toyota if not for the whole 
industry. Baring Securities has 
calculated Toyota’s return on 
assets as averaging 10.16 per 
cent from 1388 to 1991, com¬ 
pared to 33 per cent for Nissan 
and 7.02 per cent for Honda. 

While the ratios are lower 
today, perhaps Toyota's higher 
profitability will in the end 
enable it to generate the cash 
it needs without a change In 
strategy. And if the competi¬ 
tion has to sweat in the mean¬ 
time, well that's capitalism. 


BHP results expected to reflect Australia’s depressed economy 


By Bruce Jacques In Sydney 

THE Austr alian financial mar kets are 
likely to be presented with a microcosm 
of their depressed economy later today 
when the country's biggest company, 
BHP, reports Its results for the year to 
May. 

Analysts expect the company, with 
interests extending through the funda¬ 
mental economic sectors of steel, miner¬ 
als and petroleum, will report Its lowest 
earnings since 1987. 

Earnings estimates range widely, but 
are generally between AS800m 
(US$600m) and ASSOOm, a big foil on the 
previous year’s record AJl.4bn net prof¬ 
its. 


BZW Australia analysts are at the 
lower end of the scale, forecasting a 
bottom line of A$812m, while SBC Dom¬ 
inguez Barry is forecasting A$882m. 
Any result in this range would bring to 
an end a run which has seen BHP’s 
earnings almost double since 1987. 

Many believe that growth was hit by 
the shock to management of an attempt 
by the late Australian entrepreneur, Mr 
Robert Holmes A Court, to wrest control 
of the company. 

The attempt was only beaten off by a 
marriage of convenience between BHP 
and the Foster’s Brewing group, then 
Elders IXL, and headed by another Aus¬ 
tralian in the entrepreneur class, Mr 
John EDiott 


Ironically, as it announces its results, 
BHP is negotiating to take virtual con¬ 
trol over Foster's, having placed the 
brewing group's leading shareholder, 
Mr Elliott's International Brewing 
Investments (IBD, in receivership. 

BHP Is still negotiating to buy out a 
syndicate of banks which has prior¬ 
ranking security over A$1.2bn owed by 
IBl and there were suggestions last 
night of a significant development 
today. 

BHP’s minerals division is expected 
to be its 1991-92 earnings mainstay, hav¬ 
ing contributed A$505.Bm of the A$686m 
profit the company reported for the 
nine months to February. 

The overall nine-month result 


INSPECTORATE INTERNATIONAL FINANCE N.V. 

now called 

ADIA FINANCIAL SERVICES (CURASAO) N.V. 

(a company incorporated under the laws of the Netherlands Antfltes) 

(the ‘Issuer-) 

NOTICE OF A MEETING 

of the holders of the 

Outstanding U.S.$75,000,000 ,372 per cent. Guaranteed Bonds due 1993 

(the "Bondholders' and the "Bonds” respectively) 
guaranteed by ADIA S A. (the "Guarantor") 


NOTICE IS HEREBY GIVEN that a Masting of the Bondholders convened by the Guarantor will be 
held at the offices of Swfoa Bank Corporation at BSrengessa 16,8001 ZQrlch on 20th July, 7932et 2 . is 
pun. (Zurich time) for the purpose of considering and, if thought fit, passing the Resolution set out 
below which will be proposed as an Extraordinary Resolution In accordance with the provisions of 
the Principal Fiscal and Warrant Agency Agreement (the 'Principal Fiscal and Warrant Agency 
Agreement") dated 3rd December, 1988 made between the issuer. Inspectorate International Ud., 
Swiss Bank Corporation as Fiscal Agent (the "Fiscal Agent") and the paying agents named therein 
as amended and as supplemented by a First Supplemental Fiscal and Warrant Agency Agreement 
and a Second Supplemental Fiscal and Warranty Agency Agreement (together with the Principal 
Fiscal and Warrant Agency Agreement, the 'Fiscal and Warrant Agency Agreement") each dated 2nd 
November. 1989 a nd made between the Issuer, the Guarantor, Inspectorate International Ltd. and the 
other agents named therein pursuant to which the Bonds ware issued, 

RESOLUTION 

THAT this Masting of the holders of the outstanding U.S.S75.000,000 3V» per cent. Guaranteed 
Bonds due 1993 of ADIA Financial Services (Curasao) N.V. (previously known as Inspectorate 
International Fine nee N .V.) (the "Bonds" and the 'Issuer" respectively] guaranteed by ADIA S-A. (the 
'Guarantor") hereby:- 

(?) Approves the amendment of the Terms and Conditions of the Bonds las set out in the Fiscal and 
Warrant Agency Agreement) by the deletion of Condition 9 and the substitution thereof with the 
following new Condition 9: 

"9 Events of Default 
if: 

(i) there Is failure to make payment of any principal when due orfailura for more than seven days after 
the due date in the payment or any interest In respect of any Bond; or 

(ii) the issuer or the Guarantor foils to comply with any other terms of the Bonds or the Guarantee 
and such failure (unless it Is not capable of being cured) continues unremedied for 30 days after 
written notice thereof shell have been given to the Issuer and/or the Guarantor as the case may be 
at the specified office of the Fixes) Agent, by the holder of any Bond; or 

(ill) any Indebtedness for borrowed money of the Issuer, the Guarantor or any of tha Subsidiaries 
becomes, or is declared, due and payable prior to its scheduled maturity as a result of a default 
thereunder or any such indebtedness for borrowed money or interest thereon Is not paid when due 
or within any applicable grace period therefor or any guarantee or Indemnity given by the Issuer, the 
Guarantor or any of the Subsidiaries in respect of any borrowed money Is not honoured when due 
and called upon or within anv applicable grace period therefor; or 

(iv) a resolution is passed or an order of a court of competent jurisdiction is made that the Issuer, tile 
Guarantor or any Principal Subsidiary be wound up or dissolved except (a) in the case of a Principal 
Subsidiary ID the undertaking, business and assets of such Principal Subsidiary are transferred or 
otherwise vested In the Issuer, tha Guarantor or another Subsidiary or (II) a voluntary winding up or 
dissolution of a Principal Subsidiary where there are surplus assets In such Principal Subsidiary - 
attributable to the Issuer, tha Guarantor and/or any other Subsidiary and such surplus assets are 
distributable to the Issuer, the Guarantor anrVor such Subsidiary, or (b) In any case, as have bean 
previously approved by a meeting of the Bondholders; or 

(v) an encumbrancer takes possession or a receiver is appointed of the whote or any substantial part 
of tha assets or undertaking of the Issuer, the Guarantor or any Principal Subsidiary and Is not paid 
out in full or discharged within seven days; or 

Ivi) . distress, execution or other process is levied or enforced upon or sued out against tha whole 
or any substantial part of tha property of the Issuer or the Guarantor or any Principal Subsidiary and 
Is not discharged within 30 days thereof; or 

(vfi) me Issuer or the Guarantor or any Principal Subsidiary stops payment or (otherwise than for tha 
purposes referred to in the exceptions to sub-paragraph (hr) of this Gondhionl ceases or threatens 
to cease to carry on business or is unable to pay its debts as they fell duoror 
(vili) proceedings are initiated against the Issuer or the Guarantor or any Principal Subsidiary under 


This Notice is given by: ADIA SA. 

4 Place Chauderen. 1000 Lausanne ZB. Switzerland 

Dated 26th June, 1992 


any applicable bankruptcy, insolvency, composition or other similar laws end such proceedings are 
not discharged or stayed within a period of 30 days; or . 

(ix) the Issuer or the Guarantor or any Principal Subsidiary Initiates or consents to proceedings 
relating to itself under any applicable bankruptcy. Insolvency, composition or other similar taws or 
makes a conveyance or assignment for the benefit of, or enters into any composition with, its 
creditors generally; 

than the holder of this Bond may by written notice to the issuer at the specified office of the Fiscal 
Agent declare the principal of end all interest accrued on this Bond to the date of payment to be 
forthwith due and payable and the same shall become Immediately due and payable, unless prior to 
the time when such written notice Is received all such defaults shall have been cured. 

As used herein “Subsidiary' means a company more than 50 par cant, of the outstanding voting 
stock or share capital of which is owned, directly or Indirectly by the Guarantor (and, for this purpose 
'voting stock' means stock or shares having voting power for the election of directors, managers or 
trustees of such company); and 

'Principal Subsidiary' at any time means any Subaldlary:- 

(a) whose turnover attributable to tha Guarantor represents at least 10 par cent of the consolidated 
turnover of the Guarantor and the Subsidiaries attributable to the Guarantor; or 

(b) whose profit before taxation attributable to the Guarantor represents at least 10 per cent of the 
consolidated profit before taxation of the Guarantor and the Subsidiaries attributable to tha 
Guarantor; or 

(cl whose gross assets, excluding assets arising from transactions with tha Guarantor or any other 
Subsidiary and which assets would be eliminated In the consolidated accounts of the Guarantor, 
attributable to tha Guarantor exceed 10 per cent, of the consolidated gross assets of the Guarantor 
and the Subsidiaries attributable to the Guarantor; 

all as calculated by reference to tha than latest audited accounts (consolidated In the case of a 
Subsidiary which itself has Subsicfiaribs) of such Subsidiary and the then latest audited consolidated 
accounts of the Guarantor and the Subsidiaries PROVIDED THAT no Subsidiary, which Is acquired 
by tha Guarantor or any Subsidiary and would upon acquisition be a Principal Subsidiary in 
accordance with paragraph (a), (b) or (c) above, shall be a Principal Subsidiary fora period of three 
months after the date of acquisition; 

Any report by the auditors of tha Guarantor for the purposes of this definition and the previsions 
herein in respect of a company with Subsidiaries shall be based on the conventionally consolidated 
figures as shown In the relevant audited accounts; 

A report by the auditors of the Guarantor tost In their opinion (making such adjustments (If any) as 
they shall deem appropriate) a Subsidiary Is or is not or was or was nor at any particular time or 
during any particular period a Principal Subsidiary shall. In the absence of manifest error, be 
conclusive end binding on alt parties hereto and on Bondholders. 

(2) Sanctions every abrogation, modification, compromise or arrangement In respect of the rights of 
tha holders of the Bonds and the ho We ns of the Coupons appertaining to tha Bonds against the Issuer 
and the Guarantor Involved In or resulting from the modifications referred to in paragraph (1) of this 
Resolution. 

(3) In order to give effect to the modification* referred to In paragraph <1). forthwith authorises Swiss 
Bank Corporation (the "Fiscal Agent") to execute a Third Supplemental Fiscal end Warrant Agency 
Agreement In the form of the draft produced to this Meeting and for tha purposes of identification 
signed by the Chairman thereof with such amendments (if any) thereto as may be agreed between 
the Issuer, the Guarantor and the Fiscal Agent." 

The Guarantor has accordingly convened a Masting of the Bondholders by the above Notice to 
request titek approval by Extraordinary Resolution to tha amendment to the Terms and Conditions 
of tha Bonds referred to above. 

The attention of Bondholders Is particularly drawn to the quorum required for the Meeting and for 
an adjourned Meeting which is set out In paragraph 2 of "Voting and Quorum' below. 

FISCAL AGENT 

r - Swfoc Bask Corporation 
AaKhaovontatit 1 

4002 Basis 


Copies of the Fiscal and Warrant Agency Agreement lIncluding the Terms end Conditions of the 
Bonds) and tha draft Third Supplemental Fiscal and Warrant Agency Agreement referred to In tha 
Resolution set out above (and of certain other relevant document*) will be available for inspection 
by Bondholders at the specified offices of tha Paying Agents sat out below. 

VOTING AND QUORUM 

1. A Bondholder wishing to attend and vote at the Meeting in person must produce at the Meeting 
either the BondKs), or a valid voting certificate or valid voting certificates Issued by a Paying Agent 
relative to the BondfsJ, in respect of which he wishes to voce. 

A Bondholder not wishing to attend and vote at the Meeting in person may either deliver his Bondfei 
or voting certificate(s) to the person whom he wishes to attend on his behalf or give a voting 
instruction (on a voting Instruction form obtainable from the specified offices of the Paying Agents 
set out below) Instructing a Paying Agent to appoint a proxy to attend and vote at the Meeting In 
accordance with his instructions. 

Bonds may be deposited with any Paying Agent or (to tha satisfaction of such Paying Agent) hold to 
Hs order or under its control by Cedel S-A. or Morgan Guaranty Trust Company of New York, Brussels 
Office, as Operator of the Eurociaar System or any other person approved by it, for the purpose of 
obtaining voting certificates or giving voting Instructions until the time being 48 hour* before the 
time appointed for holding the Meeting (or, if applicable, any adjourned such Meeting), but not 
thereafter. Bonds so deposited or held will be released at tha conclusion of tha Meeting (or, if 
applicable, any adjourned such Meeting] or upon surrender of the voting certificated) or, not less 
than 48 hour* before tha time for which the Meeting (or, if applicable, any adjourned such Meeting) 
Is convened, the voting Instruction receipt(s) Issued In respect thereof. 

2. The quorum required at the Meeting for the passing of the Resolution is two or more persons 
present holding outstanding Bonds or voting certificates or being proxies and holding or representing 
In the aggregate more than one twentieth of the principal amount of the Bonds for the time being 
outstanding. If s quorum la not present at the Masting, the Meeting will be adjourned and the 
Resolution will be considered at an adjourned Meeting (notice of which adjourned Meeting will be 
given to the Bondholders). The quorum st such an adjourned Meeting will be two or more persons 
present holding outstanding Bonds or voting certificates or being proxies (whatever the principal 
amount of the Bonds so held or represented by them). 

3. Every question submitted to the Meeting will be decided in the first instance by a show of hands 
and In the case of an equality of votes the chairman shall both on a show of hands and on a poll have 
s casting vote In addition to the vote or votes (if any) to which ha may be entitled as the holder or a 
Bond or voting certificate or being a proxy. 

4. At the Meeting unless (before or on the declaration of the result of the show of hands) a poll is 
demanded by the chairman or by one or more persons holding one or more outstanding Bonds or 
voting certificates or being proxies and holding or representing not less than one-fiftieth part of the 
principal amount of the Bonds then outstanding, a declaration by tha chairman that a resolution has 
been carried by a particular majority or lost or not carried by any particular majority shall be 
conclusive evidence of such fact. 

5. On a show of hands every person who la present and produces a Bond or voting certificate or is 
a proxy shall have one vote end on a poll ovary such person shall hove one vote In respect of each 
U.SJS6.000 principal amount of Bonds so produced or represented by the voting certificate so 
produced or in respect of which he Is a proxy. Without prejudice to the obligations of the proxies 
named in any block voting instruction, any such person who is entitled to more then one vote need 
not use all hla votes or cast all tha votes to which he Is entitled In the same way. 

6. The required vote to pass the Resolution as an Extraordinary Resolution, is a majority consisting 
of not less than 75 per cent of the votes cast at the Meeting. If the Resolution is so passed, it shall 
be binding on all the Bondholders, whether present or not at the Meeting and upon all the holders 
of the coupons appertaining to the Bonds (the "Couponholdera") and each of the Bondholders and 
Couponholdare shall be bound to give effect to the Resolution accordingly. 

PAYING AGENTS 

Swiss BaafcCorpcratiM Swiss Barit Cwpon*k»{Dra»d») Banqtw Menratinala k Lnesibaaig SA. 

Swiss Bank House 207 Duaen-aOeay West 2 Boulevard Boyd 

I Ugb Tauber Street Suite TOO L-2953 Luxembourg 

London EC4V3SB Toronto 
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reflected a dip of nearly 40 per cent, 1 
with the steel division reporting a 43 -, 
per cent earnings fall to A$134m and ' 
petroleum off 41 per cent at A$305m. ~ 
The minerals division restricted its 
earnings fall to 23 per cent ! 

The depressed Australian economy . 1 
has forced BHP to sell its growing steel 
output into lower yield export markets. r . 
Steel exports rose almost 23 per cent to „ 
2.42m tonnes in the latest year, with - 
domestic despatches Calling 8 per cent 
to 3.17m tonnes. 

But BHP’s coal and iron ore output 
ran at near record levels, although - 
prices for these commodities have ; 
fallen. Petroleum products production . 
was mixed and affected by lower prices. 1 











Trizec cuts payout after 
drop in interim profits 


Richemont i Midland makes its mark on Milan 


By Bernard Simon in Toronto 

TRIZEC. North America’s 
biggest publicly-traded prop¬ 
erty developer, has cut its divi¬ 
dend as part of efforts to shore 
up the real estate arm of the 
vast business empire con¬ 
trolled by Toronto's Bronfman 
family. 

Trizec’s decision to cut its 
semi-annual dividend, from 18 
Canadian cents to 12 cents a 
share, comes on the heels of a 
C$275m (US$229m) privately- 
placed equity issue earlier this 
month. In addition, its 87 per 
cent-owned subsidiary, Brama- 
lea, last week announced that 
it was suspending- dividends 
and seeking to restructure its 
debt. 

Trizec and Bramalea have 
combined long-term borrow¬ 
ings of C$l4.6bn, which is 
about CSlbn more than the 
debt of ailing developer Olym¬ 


pia & York. O&Y has a minor¬ 
ity stake in Trizec. 

Calgary-based Trizec 
reported earnings of CSl2m. 
equal to a loss of 1.4 cents a 
share, for the six months to 
April 30, down from C$3I-8m. 
or T9 cents a share, a year 
earlier. Rental revenues rase 
slightly to C$694m from 
C$685m. The figures include 
consolidation of loss-making 
Bramalea. 

Cash-flow from operations 
tumbled to C$72.8m from 
C$ir4-5m, due to interest pay¬ 
ments on recently-completed 
developments. The interest bill 
for the six months rose to 
C$Z33m from CS220m. 

Trizec controls over 300 
income-producing properties, 
with space roughly 25 times 
that of London's Canary 
Wharf. The company said that 
occupancy in its office build¬ 
ings had risen slightly in the 


past six months to 90 per cent. 
Occupancies in (IS shopping 
centres had also improved to 
92.5 per cent. 

But Mr Kevin Benson, presi¬ 
dent. said no significant recov¬ 
ery was likely until 1993.' 

Trizec’s recent share issue, 
which diluted its equity by 
almost 40 per cent, underlines 
the difficulty which North 
American property developers 
are experiencing In raising 
debt. 

The shares were issued at 
C$450 each, which marked a 
Si-year low in Trizec’s share 
price. 

Trizec’s controlling share¬ 
holder, Carena, contributed 
C$50m towards the issue. 
Nonetheless, outsiders are 
interpeting the issue as a sign 
that the Bronfmans’ top man¬ 
agers would prefer Trizec and 
Bramalea to sort out their 
problems by themselves. 


Gulf Canada halts dividends 


By Bernard Simon 

OLYMPIA & York has lost a 
significant source of income 
with a decision by its 75 per 
cent owned subsidiary. Gulf 
Canada Resources, to suspend 
common share dividends. 

Gulf paid a dividend of 40 
cents a share last year, which 
translated into payments of 
CS46m (US$385m) to O&Y: 

Gulf continues to pay divi- 

General Mills 
lifts earnings 

By Nikki Talt 

GENERAL Mills, the US 
cereals and restaurant group, 
reported after-tax profits of 
$495.6m in the year to eod-May, 
compared with $472.7m in the 
previous 12 months. 

in the final three months, 
net profit was $93. lm, com¬ 
pared with $90 Rm previously. 
Both final-quarter and full-year 
figures for 1992 are scored after 
a $lOm charge, relating to a 
potential lease adjustment 
being negotiated with R.H. 
Macy, the bankrupt US depart¬ 
ment store group. 


dends, however, on its pre- 
. ferred shares. O&Y owns 62 per 
cent of the preferreds, and its 
income from this source was 
C$34m In 1991. 

The halt in common divi¬ 
dends is designed to help Gulf 
pay down debt and to maintain 
investments in Russia, Indon¬ 
esia and western Canada. The 
company said yesterday that It 
was one of two western oil 
companies which Russia has 


exempted from its oil export 
tax. 

Gulf s ai d removal of the tax 
allows it to step up production 
of the KomiArcticOil joint ven¬ 
ture in Siberia, in which it has 
a 25 per cent interest. 

in another move to generate 
cash. Gulf Is buying the 55 per 
cent it does not already own of 
Beaufinco Equipment, which 
operates an Arctic oil drilling 
venture. 


KKR agrees to invest 
$300m in TW Holdings 


By Nikki Toil in New York 

KOHLBERG Kravis Roberts 
(KKR), the New York-based 
leveraged buy-out specialist, 
has agreed to make a $300m 
equity investment in TW Hold¬ 
ings as part of a recapitalisa¬ 
tion at the restaurant and food 
services group. 

If the deal, which is still sub¬ 
ject to som e conditions, goes 
ahead, KKR would end up by a 
47.2 per cent stake in the com¬ 
pany, recently described by 
one analyst as the fburth-larg- 
est US food service operator. 


The South Carolina-based 
company was subject to a 
leveraged buy-out bid in the 
late 1980s. In 1990 and 1991, it 
made operating profits of 
$238.3m and $224.6m respec¬ 
tively on annual sales of 
around $1.4bn. But interest 
charges on its substantial 
debts, meant after-tax losses of 
$67Rm in 1990 and $67.6m in 
199L 

Under the proposed recapi¬ 
talisation, KKR would pur¬ 
chase 100m newly-issued 
shares In TW Holdings at $3 
each. 


registers 

steady: 

growth 

By Philip Gawhh 
In Johannesburg 

DESPITE lower tobacco profits 
I from Australia and a difficult 
I year for luxury goods, the 
Swiss-based Richemont group, 
controlled by the Rupert fam¬ 
ily tn South Africa, recorded 
an 11 pa cent rise In e a r nin g s 
in the year to March. 

Sales rose by 4 per cent to 
23.lbn while pre-tax profits 
advanced by a similar margin 
to ESSOm (fl.lSbn). Attribut¬ 
able profits, before extraordi¬ 
nary items, were 115 per cent 
higher at £197.3m. Earnings 
per depositary unit rose 115 
per cent to £343.60, while divi¬ 
dends per unit are being 
increased by 11.1 per cent to 
£5655. 

The company also plans to 
subdivide the Richemont units 
in the ratio of 10 to 1 to bring 
them to a level more compara¬ 
ble with the shares of other 
leading companies on the 
Swiss stock exchanges. 

Richemont has large inter¬ 
ests in tobacco and luxury 
goods. Companies and brand 
names which form part of the 
group include Rothmans, Dun- 
hill, Cartier Monde, Mont 
Blanc pens and Piaget 
watches. 

Richemont is a highly 
sought after share in Johan¬ 
nesburg, because of its hard 
currency earnings. Its market 
capitalisation of about 
R195bn ($656bn) is the high¬ 
est of any industrial company 
on the Johannesburg Stock 
Btftianp it is trading on a 
price/earnings multiple of 235 
and a dividend yield of 0.7. 

Tobacco operating profits 
from subsidiaries rose by 
15.4m to £367m, due largely to 
improved profitability In Can¬ 
ada, Germany and Poland. 

Meanwhile, operating profits 
on the luxury goods side rose 
to £214.6m from £206. lm. 
Costs savings helped boost 
Cartier’s profits by 7.6 per 
cent to 163.6m. Sales at Dun- 
hill were 10.6 per cent higher 
at £230.4m due to the purchase 
of a substantial interest in 
Alfred D unhflT s Japanese dis¬ 
tributor. Dunhlll operating 
profits were marginally higher 
at £55.7m. 


Haig Simonian on Euromobiliare’s planned management changes 


T HE departure of Mr 
Guido Roberto Vitale as 
managing director of 
Euromoblliare, the Milan mer¬ 
chant bank he founded in 1373. 
points to a watershed in Italian 
finance. 

Mr Vitale is not stepping 
down until October, and- there-. 
after will r emain on the board. 
But, combined with Mond ay's 
resignation by Mr Renata Preti 
as managing director of Svi- 
luppo, another entrepreneurial 
merchant bank which thrived 
in the strong corporate finance 
marke ts of the late 1980s, it 
suggests the end of an era. 

Mr Vitale's decision probably 
rests on a mixture of personal 
and institutional factors, 
heightened after the UK’s Mid¬ 
land. Bank, which already 
owned 49 per cent of Euromobl- 
liare, assumed control of a fur¬ 
ther 5 per cent last year, giving 
it a decisive majority. 

Closer integration into the 
Midland network may have 
been inevitable, even without 
the recent raft of problems 
which have confronted Euro- 
mo hlliar e. 

Mergers and acquisitions 
operations have been increas¬ 
ingly dovetailed with M idla nd 
Montagu, the investment bank¬ 
ing arm of the UK institution. 
Euromobiliare managers now 

Venezuela to 
restructure 
$1.5bn of debt 

By Joseph Mann in Caracas 

VENEZUELA plans to stretch" 
the maturities on a portion of 
noil-restructured external debt 
from two to four years by issu¬ 
ing new bonds. 

It is to restructure up to ■ 
$1.5bn of obligations maturing, 
in 1992-93. out of a total of $5bn i 
in non-restmctured public sec¬ 
tor external debt 
This includes commercial; 
paper issued to cover Venezne- j 
lan militar y purchases and 
non-guaranteed credits on 
exports to Venezuela. 

Mr Pedro Rosas, finance min¬ 
ister. said the government 
planned to issue Republic of 
Venezuela bonds with maturi¬ 
ties of up to four years to cover 
the refinancing, they may be 
in US dollars,, other hard cur¬ 
rencies or Venezuelan bolivars. 


c ommu te regularly between 
the City of London and Milan. 

But Midlan d’s concern with 
Euromobiliare has undoubt¬ 
edly grown . following its 
collapse in profitability. The 
bank reported a group loss of 
L976m for. 1991 and passed its 
dividend, compared with net 
warning s of L9.5bn (S8.09m) 
in 1990. 

The causes were diverse. 
Income from equity trading 
slumped, owing to plunging 
volumes on the stock market, 
while Euromobiliare also made 
heavy write-downs on its own 
portfolios as a result of falling 
share prices. Meanwhile, staff 
costs had accelerated following 
steady, expansion. 

But among other factors was 
a L55bn write-down of the 
bank’s position on its holding 
In VM Motor!, the motors 
group for which it arranged a 
management buyout in 1989. 
To cap it all, Euromobiliare 
suffered L35bn net foreign 
exchange losses. 

C utting costs through job 
losses and avoiding the 
same mistakes again 
are part of Midland’s new rec¬ 
ipe. Mr Senear Taker, Midland 
Montagu’s director for Europe 
who will now chair Euromobi- 
liare’s executive committee. 




Guido Vitale: stepping 
down in October 

points to retrenchment. 

The bank will concentrate on 
the three core businesses of 
fund management, corporate 
finanna and securities trading. 
ULustratmg its priorities, Euro¬ 
mobiliare is paying L30bn to 
buy a Florence-based fund 
manager with around H.OOObn 
under management 

But Mr Vitale’s decision and 
the changes at Euromobiliare 
also reflect wider factors. 
Bankers say Mr Vitale may 
have been losing steam after 
almost 20 years at the com¬ 
pany. And Euromobiliare's 


BP America to axe 600 
jobs in cost-cutting move 


By Alan Friedman 

BP of America, citing the 
impact of recession, said it 
plans to cut its US operating 
COStS by $22501 by dirnlmiHng 
600 to 700 johs in its corporate 
headquarters staff and refining 
and marketing divisions. 

The Job cuts, to be felt 
largely in the Cleveland, Ohio, 
region, where BP of America is 
based, were presented as part 
of the British energy group's 
programme of seeking $750m of 
cost redactions. 

The new US cuts, which 
include the near halving of BP 
of America’s Cleveland-based 
corporate headquarters staff of 
610 people, mirror the UK head 
office job reductions 
announced in April. At 
that time. BP said it was 
eliminating 700 of the 1,450 
jobs from its head office at 


Britannic House in-London. 

Beyond the 250 to 300 job 
cuts at it Cleveland headquar¬ 
ters, BP of America also plans 
to eliminate between 375 and 
500 refining and marketing 
jobs from its BP Oil and BP 
Chemicals divisions in the US. 

- The US job cuts come less 
than three weeks after BP of 
America said it was planning 
to dispose of assets in Florida 
?nri f>tifrwn i a , TnHnrffng more . 
than 300 petrol stations and 
two distribution terminals. 1 
That decision marked a turn- 
round in BP's US strategy of 
building up its west coast net¬ 
work of filling stations. 

Last month, BP raised $314m 
by selling off its 5654 per cant 
sha reholding in BP Canada. 

After the new job cuts, BP of 
America will still have nearly 
35,000 employees. Its 1991 turn¬ 
over was £95bn ($175bn). 


image has suffered recently 
from staff defections and its 
association with L lndipen- 
dente, the newspaper it helped 
to launch last year. 

The management changes 
come as Italian merchant 
banking undergoes a wider 
transformation. Economic 
recession has caused a drop to 
corporate finance and M&A 
business. The market has 
become more competitive as 
sortie of the world's top invest¬ 
ment banks have moved into 
Milan in the 1990s. jj 

Some bankers think houses * 
like Euromobiliare, which 
made their name with auda¬ 
cious corporate finance deals 
on the back of Italy's economic 
boom in the 1980s. will have to 

respond. ‘ , 

With fewer mandates and 
more competition, the presence 
of Midland - plus the Hong¬ 
kong and Shanghai Bank - 
with its wider international 
links, may have become more 
Important 

That has been true at Svi- 
luppo, whose founder, Mr Fran¬ 
cesco Michel 1, sold control 
to the Dutch ING banking 
and insurance group last 
December. ■ 

With the Mr Vitale’s gradual 
retreat, it appears to be the 
case at Euromobiliare, too. ^ 

Lotus warns of 
earnings below 
expectations 

By Karen Zagor 
la New York 

LOTUS Development, the US 
personal computers software 
publisher best known for its 
spreadsheet programs, yester¬ 
day warned that Its second- 
quarter results would disap¬ 
point Wall Street. 

Although the company 
expects earnings per share to 
rise by at least 40 per cent to 
between 30 and 40 cents for the 
quarter to June 30, the results 
are significantly lower than # 
the 45 cents analysts had 
expected. 

The stock market reacted to 
the news by marking Lotus's 
shares $4% lower to tl9 a /« in 
active morning trading. 

In 1991, second-quarter net 
Income was S9.1m or 21 cents a 
share on revenues of $186.4m. 


This announcement appears as a matter of record only. 
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The FT proposes u> publish ihii 
survey on 

October 22 19*2. 

Tha rervey anil be seen by lead¬ 
ing international businessmen hi 
160 countries worldwide, includ¬ 
ing Switzerland where it wfll be 

widely distributed. 
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regularly read the FT. 
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In the race to confirm international securities trades around the 
world, brokers and fund managers need a sophisticated animal. 
One that is reliable, secure and swift. One that offers a real 
time trade confirmation system operating nationally-and inter¬ 
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authority in the international securities market, TRAX I n 
has the pedigree to make you a winner every time. 1 S M A 
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Investor AB 

The heart of Swedish industry in a single company. Investor AB is 
Sweden's largest industrial holding company with total assets of approxi¬ 
mately SKr 80 billion. Investor AB has nw> areas of operairaatt ~ jrxfcuiriaJ 
holdings and Indnstrial operations. Industrial holdings consist primarily of 
strategic shareholdings in Asm, STORA, Incentive, ASHA, SKF. Adas 
Copco, Ericsson and Electrolux. Indnstrial operations consist of the ■sub¬ 
sidiary Saab-Scania Group. which comprises Scania Track & Bases, Saab 
Aircraft, Saib-Seania Combi tech. Saab-Scania Finance and Saab 
Automobile, owned jointly with General Motors, In the lost ten yean, 
Investor AB's net worth has increased by mote than 20 per cent per year. 



Saga Petroleum as. 

In 1991. Saga Petroleum tL& had a turnover of NOK 4.6 billion and a prof¬ 
it before year-cod adjustments of NOK 777 million. The company's combined 
oil and gas reserves amount to 143 million tames of oil equivalent making 
Saga one of the world's largest independent upstream companies in terms of 
reserves. Sagslus interests in the Oseberg, GuUfaks.'Starfjorri, Heimdal and 
Murchison fields which are in production and is the apentor of tire Snorre, 
Tonfe. Vigdis and Midgard fields on the N or w eg ian .shelf Sqga intends to iur- 
tber strengthen its position on the Norwegian shelf while also gradually 
increasing its activities abroad. 




Pernod Ricard 

Leader worldwide iii anis-flavoured drinks, largest spirits producer and dis- 
Oibaior in continental Europe, leading French producer of fruit drinks, ciders 
and grape juice, world's number one manufacturer of fruit preparations fior food 
industry. 

1991 Key figures 

Saks net of sales ami excise ux: FF15.2 biilknj . 

Net income. Group share: FF9S6 million 

10,762 employees • 

Production units: 91 units including 49 outside France 
Chief Executive Officer Patrick Ricard 




The SCA Group is seeking to develop a structure that offers distribution of 
risks from an earnings growth and financial standpoint while also reducing 
the Group's dependence on highly cyclical and capital-intensive bulk prod¬ 
ucts. The strong expansion of the Group in recent yean through the Hygiene 
and Packaging bu siness groups should be vicned primarily in the light of this 
effort to achieve a better spread of risk. There business groups are modi 
less dependent on general economic conditions. 

In 1991. net earoinga after financial items amounted to SEK 1.225 M. 
Earnings per share were SEK 527. 


Electro watt 

Elcetrowan Ltd is a Swiss bokting company of a group of international com¬ 
panies active in the fields of energy, industry and services. These companies 
have established significant or loafing positions in tfleir markets: power gen¬ 
eration and distribution - security and building amomatioc systems, electronic 
components - engineering and general contracting. Consolidated group sales 
have increased by 56% in Sfr. 43 bflboo over *c past 5 yeare. During the seme 
period the consolidated net income has risen by 73% to Sfr. 209 million and 
return on equity by 120% to I 1.2%. 61% of sales are generated outside 
Switzerland, primarily in the EC 



PLM 

Today, PLM is me of the ten largest packaging companies in Europe with 14 
production units in seven countries. PLMs invoiced sales during 1991 amount¬ 
ed to SEK 6,172 million, of which 77 per cem was outside Sweden. PLM 
employs 6358 people. The 1991 financial year was a good year for PLM. The 
trend of improved results established over the past few yean continued. 
Earnings after financial items stand at almost balfabiDion SEK. This can only 
be interpreted as confirmation that the strategy to concentrate the operations 
primarily on beverage cans and glass packaging is conea. PLM*s ambition is 
to strengthen its position In the European market. 



AG Armeno Mines and Minerals Inc. 

AC Armeno Mines, and Minerals Inc. is a Canadian-based junior 
mining company, dedicated to the development of quality world 
class mining projects. Arraeno's Ecuadorian San Baitdome min¬ 
ing complex is recently completed and ready for the commercial 
production of gold/ailver/lead/zinc. With solid fundamentals and 
diversified interests, Armeno is a junior resource company which 
has the potential to rapidly develop into a major. 


VEBA 

Powerful New Impetus. 

VEBA stands fin 1 energy, chemicals, oil, and trading I Transportation f ser- 
. vices. The capital of VEBA is held by 540,000 shareholder. The Group has 
been given powerful newanpenrs by the Western European Single Marias and 
the em an ci p ation of Eastern Edropc- VEBA continued tbc pattern of growth 
in all divisions in 1991. Grocp net income was at DM 1.095 million end 
matched lire favourable level achieved tire previous year. The earnings pear 
share increased to DM 29.00, 


The Financial Times Annual Report Service is appearing on.23,24,25,26 June 1992 


^ please send me these Annual Reports: Tick boxes This service 


O'Brien Environmental Energy 

O’Brien EnvirooniemaJ Energy is a woddwide developer and owner of com¬ 
bined heat and power and other alternative fuel projects which generate 
energy sold under long- term contract to nxhisbial users and the mains. The 
company currently has operational projects producing nearly 400 megawatts 
and a further backlog underdevelopment. The company's activities are sup¬ 
ported by locations in the US and UK. The 1991 Annual Report details 
O'Brien’s environmentally driven significant growth (ihree year growth ran 
averaging 40%) and strong market potential- 



Fords/N.V.AMEV 

Fbita is an international insurance and banking group, fanned cm 12 December 
1990 when its two p ar ent onoynnes. AG Groim in Belgium and N.V.AMEV 
in the Netherlands, combined their operational activities. The group's opera¬ 
tions are widely spread, both geographically and in terms of products. Foms 
companies are active in insurance, hanking and other financial services in 
Europe, the United States, Australia and South East Asia. Since its creation, 
Fbftis has resolutely jnmtted a strategy which aims to secure a leading posi¬ 
tion in the markets in which it operates, through growth in both business 
volume and profits. The Fortis CLocp Report and the N.V. AMEV Annual 
Report, both cf which yuo wiB receive, give you comprehensive mfbnnatioiL 



Incentive 

Incentive is a new large Swedish industrial group formed through the divi- 
skm of the ASEA Group. Incentive has a turnover of SEK Mbflhon, 14,000 
employees and 200 co nyan ies all over die world. Incentive a active in these 
business areas: ■Materials Handling - Transportation • Construction & 
Env i ronment ■ Process Industries ■ Imaging Technology • Power ■ Other 
Operations. There areas include wodd known companies such as Hassdblad. 
Orrcfors, HUgglunds, Garpbyttan and Muntera. Incentive also has impor¬ 
tant shareholdings in ASEA, Etectmhm and ESAB. 


Essilor 

Essilor is the world's leading ophthalmic opticals company, with a full range 
of corrective lenses, frames, contact tenses, and optical instruments, it is 
highly globalized, with sixteen production plants worldwide, over sixty com¬ 
panies in all of the major world markets, and 71 percent of turnover derived 
from international operations. 



Deminex 

DEMINEX - Deutsche ErdOlversorgungsgesellschafi is Germany's 
leading international E&P company with oil and gas interests inter alia 
in the North Sea, tire Americas as well as in the Middle and Far East. In 
1991, DEMINEX’s worldwide oil production totalled some 50 million 
barrels and gas sales doubled to over 35 BCF. The Group's revenues 
rose to DM 2.0 billion. The company, which e.g. participates with sig¬ 
nificant interests in the development of the Snone and Scott fields in (be 
North Sea, it also operator of the first consortium of Western oil com¬ 
panies with exploration and production rights in Albania. 



AGF 

In 1991, AGF achieved FF 353 billion in premium income [up 202% from 
the previous year) and net eanrinjp of FF2-69 billion (constant as compared 
to 1990). AGF is pre sen t in over 38 countries through a network of branch¬ 
es, agencies, subsidiaries and associated companies. In 1991, AGFs 
international activities represented 38% of premium income. The Group 
empty* 22,000 people throughout dre world Business in Ranee is generated 
through J.5Q0 general agencies, located throughout (he country, and via the 
hugest Life-Insurance sates network in Europe. Chairman of dir Board: 
Michel ALBERT. General Managers: Jean-Daniel LE FRANC and 
Yves MANSION. 



AMETEK, Inc. 

Cm a successful 60- ye®-old industrial manufacturer be con^jetilive and prof¬ 
itable in today's global markets? AME1EK focused oo maintaining iu market 
position as a top quality producer of instruments, electric motors and engi¬ 
neered materials, but profitability lagged. Now, recent results indicate 
. manage mends been moving in the right direction: with tightly-paced Return 
on Assets goals met at most operations, 4dt quarter profits were up 26% and 
1st quarter "92 up 31% while matket share inczeasetL (NY5B-AME) 


Earoc 

Euroc is one of Europe's large manufacturers and distributors of mineral- 
based construction materials, and one of the world's big cement enterprises 
through Seancera, a 50-50 partnership with Aker (Norway), with operations 
in Europe (Casde Cement m tire LIJCJ, the US. and Africa. Other core prod¬ 
ucts include precast concrete products, ready-mixed concrete and aggregates, 
facing brick, brick roof tile and plasterboard. Important growth markets are 
the U.1C, Germany and the Benelux countries.Euroc's earnings declined to 
SEK 151 million (I99(k560k mainly due to lower demand, suffer price com¬ 
petition and restructuring costs. Risk-bearing capital improved 4 percentage 
units and cash flow is expected to remain positive even if earnings will 
decline further in 1992. 
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INTERNATIONAL CAPITAL MARKETS 


Gilts move higher as trading remains buoyant 


By Sara Webb in London 
and Patrick Harverson 
in New York 


UK government bonds gained 
more than a quarter of a point 
as the market remained buoy¬ 
ant in the wake of Wednes¬ 
day’s successful auction of 
long-dated stock. 


GOVERNMENT 

BONDS 


The Bank of England sold 
£2.75bn of 9 per cent Treasury 
stock due 2012 on Wednesday 
in its largest-ever gilt auction. 
Long-dated gilt issues under¬ 
performed in the run-up to the 
auction because of concern 
about the large amount of 
stock due to go on sale. 

However, dealers said that 
with the auction no longer 
overhanging the long end of 
the market, longer-dated issues 
are likely to stage a rally, 
recouping some of the losses 


made in the wake of the Dan¬ 
ish referendum on the Maas¬ 
tricht Treaty and ahead or the 
auction itself. 

Dealers warned that the mar¬ 
ket will be looking ahead to 
this weekend's EC meeting in 
Lisbon for further develop¬ 
ments on European economic 
and monetary union. 

The LIffe gilt futures con¬ 
tract opened at 97.26 and 
reached a high of 98X0 before 
slipping back to 97.28. In the 
cash market, the benchmark 
11% per cent gilt due 2003/07 
rose from 1153 to trade at 116ft 
by late afternoon. 


per cent in the month to mitL- 
June, giving a L2 per cent 
yeaixm-year increase, had lit¬ 
tle impact on the bund market, 
dealers even though thte 
represents a Blowdown com¬ 
pared with a 4.4 per cant year- 
on-year rise in May. 

Dealers noted steady buying 
of Belgian government debt by 
Investors switching into the 
D-Mark bloc, leading to a fur¬ 
ther tightening in the yield 
spread over Germany and 
France. In the last week, 
10-year Belgian-German yield 
spreads have narrowed freon 95 
tests points to 87 basis points. 


■ GERMAN government bonds 
slipped back yesterday after 
rumours circulated that there 
may be a new 10-year Federal 
bond issue next month. The 
bund futures contract opened 
at 87.70 and fell from its high 
of 87.77 to close at 87X3. 

News that inflation in the 
western German state of 
Baden-Wuerttemberg rose 0.3 


■ US Treasury prices rose yes¬ 
terday morning in response to 
news of an unexpected 
increase in weekly jobless 
claims. By midday the bench¬ 
mark 30-year government bond 
was up 3 at 102ft, yielding 7.8 
per cent. The two-year note 
was up ft at 100%, yielding 4X2 
percent 

The early buying was 


sparked by the Labor Depart¬ 
ment's announcement that in 
the week ended June 13 initial 
rjnimg for state unemployment 
insurance rose 16,000. The fig¬ 
ures surprised the market, 
which had been expecting a 
modest decline in claims, and 
boosted hopes that the Federal 
Reserve might cut interest 
rates to stimulate the Sagging 
economic recovery. 

The Fed's key policy-making 
Open Market Committee meets 
next Tuesday and Wednesday 
to review monetary policy, and 
bond investors hope that a 
string of recent bearish eco¬ 
nomic data will persuade the 
FOMC to sanction a policy 
ease. 


BENCHMARK GOVERNMENT BONDS 


AUSTRALIA 

BELGIUM _ 

Canada - _ 

DENMARK _ 

FRANCE BTAN 


_ OAT 

GERMANY _ 

ITALY _■_ 

Japan - no m 

_ NO 

NETHERLANDS 

SPAIN _ 

UK GILTS 


Coupon on Ww own* VMM 

tamo lam loaaogs +0.492 B.77 

ajoo own 100.4000 nmso eas 

8300 OAfQg 102.4800 -*-0-850 613 

8.000 11/00 89.5000 +0300 SO? 

&900 03197 983117 +0.074 SOI 

8300.11/02 . 973500 + 0.030 8-79 

a.ooo ouoa m-bbpo -aioo &04 

12300 05rtB 88.6400 +0.050 13.191 

4300 08199 96.0400 - 539 

6400 03AM 1083057 +0.173 530 

6390 pare 09-4000 -0340 633 

11300 01/02 983000 ' -0300 11.46 


Waak ManBl 
IMd »go *8° 
B.77 681 9.08 

833 8.83 8.76 

8.13 ai4 849 

9.07 B.13 679 

aoi am a« 


Brazilian telecom 
group gains OTC 
listing in US 
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By Bill Hlnchberger 
In Sao Paulo 
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■ JAPANESE government 
bonds rallied early yesterday, 
helped by a strong yen and 
firmness in US Treasury bonds 
overnight However, profit-tak¬ 
ing late in the session left bond 
prices only marginally higher 
on the day. 


London dosing, ‘denotes New York morning s ess i o n Yields: Local market standard 
t Grose annuel yield (including withholding uuc at 123 per cent payable by non-resL 
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The yield on the benchmark substantial profit-taking. The 
No 129 JGB moved from its futures contract climbed from 


opening of 5.32 per cent to 102:66 to a high of 102.85 but 
reach 5.285 per cent, but ended closed at 103.58 after heavy 


the day at 5.315 per cent after selling. 


CBOT moves 
closer to UK 
recognition 


EIB deal has parity with French state issues 


By Tracy Corrigan 


By Tracy Corrigan 


THE Chicago Board of Trade 
moved a step closer to recogni¬ 
tion as an overseas investment 
exchange in the UK yesterday, 
when the Office of Fair Trad¬ 
ing published Its report on the 
CBOT*s application. 

The CBOT, one of the three 
partners behind Globex, the 
screen-based futures trading 
system launched yesterday, 
needs to be recognised before 
Its products can be traded on 
the Globex system in the UK. 
Its futures and options on Id- 
year US Treasury notes can be 
traded on terminals In New 
York, Chicago and Paris, but 
not London. 

The report by the OFT con¬ 
cludes that none of the rules of 
the CBOT poses significant 
competition issues in the 
futures and options market 

Under the Financial Services 
Act, the Treasury - which 
took over the role from the 
Department of Trade and 
Industry on June 7 - has to 
seek the advice from the OFT, 
prior to authorisation. The 
FSA also requires the Trea¬ 
sury to take account of inves-' 
tor protection issues. 


THE European Investment 
Bank yesterday became the 
first borrower to raise foods In 
the Euro-French franc bond 
market at the same level as the 
French government. The 
bank’s FFr2bn five-year deal 
was priced to offer the same 
yield as the 8 l A per cent 
French government OAT due 
1997.. 


INTERNATIONAL 

BONDS 


Dealers said the bank could 
have sold bonds at a yield 
below French government 
bonds. The FFr2bn issue 
launched by Crddit Commer¬ 
cial de France sold out rapidly, 
helped by strong demand in 
both France and Italy. By the 
end of the day, the spread had 
tightened to a basis points 
below the OAT issue. 

Demand for EIB paper is typ¬ 
ically stronger than for other 
names because the agency's 
bonds are tax-exempt in both 
Italy and Austria. Italian inves¬ 
tors in particular are ftwtfr nai. 
astic buyers of the name and 
took about a quarter of this 
deal 


But the pricing of the deal 
reflects extremely tight 
spreads of French Franc Euro¬ 
bonds generally. For an issue 
of 9% per cent bonds due 1997 
by Socttte Nationals des Cbe- 
mfnn de Per Francais, the 
French railway, is currently 
trading at a yield of 10 basis 
points below the comparable 
OAT. 

Deaims said buying of the 
new EIB deal was fuelled 
by expectations of further 
tightening. A FFxSbn issue of 
8% per cent bonds due 2002 , 
launced by the EIB in January 
at 22 basis points above the 
10-year OAT, has tightened to 
22 basis points below the 
OAT. 


At first sight, it appears 
illogical that investors are pre¬ 
pared to pay more for EIB or 
French agency paper than for 
bonds issued by the French 
government, the best credit in 
the French market 
Dealers say the anomaly is 
due in part to expectations of 
heavy supply in the French 
Treasury market, fuelled by 
last week’s announcement of 
an exchange programme of old 
bonds for new OATs. 

hi addition, some investors 
prefer to hold Eurobonds, 
which are in bearer form, 
rather than book-entry govern¬ 
ment bonds. 

In the dollar market, the 
Halifax Building Society 


launched the largest deal by a 
UK building society outside the 
sterling sector. The $300m 
three-year deal via UBS 
Phillips & Drew was consid¬ 
ered rather aggressively 
priced, but met buying interest 
from both retail and institu¬ 
tional investors. 

The deal benefited from 
renewed interest, in the dollar 
sector among European inves¬ 
tors, based partly on growing 
expectations that-the (foliar is 
set to firm. 

In the Canadian dollar mar¬ 
ket, a C$200m deal for an arm 
of Dentsche Bank also met 
firm demand. The deal closed 
at 99.45, slightly above its reof- 
fer price of 99.40. 


MAS agrees 
$170m loan to 
fond expansion 


THE Brazilian government 
said yesterday it would allow 
the trading of American depos¬ 
itary receipts in Telebras, the 
state-owned ■ telecommunica¬ 
tions holding company, on the 
US over-the-counter market. 

The move allows the com¬ 
pany to take advantage of 
exemptions -under US Securi¬ 
ties and Exchange Commission 
rules and therefore avoid full 
US-style corporate disclosure. 
But it would not permit the 
company to launch an offering 
of shares on the US market 

The announcement reduced 
uncertainty caused by the can¬ 
cellation this month of a 
planned $1.3bn ADR placement 
by Telebras. The official expla¬ 
nation was that a large issue 
might erode the share price, 
with a negative affect on priva¬ 
tisation plans. 

However, the cancellation 
led to speculation about the 


privatisation, of Telebras. and 
some expectation that the gov¬ 
ernment might decide to sell 
its subsidiaries separately 
instead of disposing of the 
holding company in one more. 
Telebras shares have fallen 45 
per cent this month, although 
they rebounded modestly in 
morning trading yesterday. 

Telebras weighs heavily on 
the Sao Paulo Stock Exchange 
(Bovespa), representing about 
a third of the Bovespa index 
and generally accounting for 
half of daily trading- 
The privatisation method 
was not discussed at the 
Wednesday meeting between 
gover nme nt and Telebras offi¬ 
cials that reached the decision 
on the ADRs, said Mr Roberto 
Wright, head of Telebras’s divi¬ 
sion of capital market control 
Mr Wright said that the step 
into the secondary market 
“opens a precedent" and would 
make it easier to secure an 
exchange listing and an offer¬ 
ing of sharesrin the future. 


By Kieran Cooke 
in Kuala Lumpur 


NEW INTERNATIONAL BOND ISSUES 


Puimww Amount m. Got^oa % Price Maturity Fee* Book runner 

US DOLLARS 

Halifax BRJalt 300 5.75 100315 1995 1375/1.175UBS PfiiLA Drew 

AB Splntab(b)t_100_ 7 £ 100315 1997 1.87S/1.67SJP Morgan Secs, _ 

CAHADIftH DOLLARS 

Deutsche Fln.Natfi.Mt _200_ 7.75 101.025 1968 1375/1.825DeutBk.Cap.MMs _ 

ECUs 

M organ Stanley^)# _100_ (C) 100 1995 (c) Morgan Stanley tnB. _ 

FRENCH FRANCS * 

European lnvJic(aW _20n_ 8.875 9838 1907 25bp CCF • - _ 

GtULDERS 

NMB PostbanriaH 400 _ 8328 100.85 2002 1/0.62S NMB Fostbank Grp. _ 

★★Private placwnant ICohvertlbK 6WMi equity- warrants. WoaBng rate note. tFlnal terms, a) NomallaMe. b) Fungible 
with existing 5300m steal launched 1.632. NotTCaflaMe. c) issued under MTN programme. Coupon pays 0-625% over 3-month 
Libor. Fees undlacKaed. Callable at par altar 1 year and at 9935 on any coupon dale thereafter. \ 


1375/1.175UBS PhiL& Drew 
1.875/1.675JP Morgan Secs. 


1375/1.625DeutBk.Cap.MMs 


Morgan Stanley fntf. 


1/0.625 NMB Postbank Grp. 


MALAYSIA Airlines System 
(MAS) has agreed a three-year 
$170m. syndicated loan facility 
with 27 IritetnaHnnaT banks to 
help finance its expansion pro¬ 
gramme. 

The loan, arranged by the 
Overseas-Chinese Banking 
Corp. (OCBC),. Wardleys and 
Indosuez Asia, will be used to 
part finance the acquisition 
of more than 70 new air¬ 
craft 

This month MAS announced 
it would be making a one-for- 
one rights issue at the end of 
the year, designed to raise 
more than {700m. 

MAS has rapidly expanded 
its fleet and route network In 
recent years, but has semi prof¬ 
its slide. In the year to March 
31 1992, pre-tax profits fell to 
M$119.5m (US$47.6m) from 
M$205.5m the previous 
year. 

This week the Malaysian 
government approved an MAS 
request for air fare rises of 
between 15 and 20 per cent on 
domestic routes. They have 
been frozen for the past 10 
years. 


Citibank censured after * 
cancelled bonds appear 



By Patrick Rarvereoh 
In New York . 


US REGULATORS yesterday 
censured Citibank and ordered 
it to improyb controls on the 
handling .and destruction of 
cancelled bond certificates 
after some' certificates'the US 
hanking group thought it had 
destroyed six years ago tinned 
up recently.' 

Although most of the can¬ 
celled bonds were never 
exchanged for money, Wall 
Street broking house Smith 
Barney was deceived last 
November into paying out 
y am on a transaction involv¬ 
ing the certificates and a 
Liechtenstein bank. 

Smith Barney has since filed 
a lawsuit against Citibank, and 
against the Liechtenstein 
bank, a financial .clearing 
house and Dow Chemical, 
whose cancelled bonds it said 
it unknovfogiy bought•. . 

Citibank, says the suit is 


without merit It claims that 
the certificates presented to 
Smith Barney'had been perfo¬ 
rated to declare them invalid, 
and were therefore clearly can¬ 
celled. 

The controversy over the cer¬ 
tificates dates back to 1986, 
when Citibank used an outside 
company to dispose of an 
unusually large volume of can¬ 
celled certificates that had 
been in storage. 

Although Citibank was 
assured at the time that all of 
the certificates had been 
destroyed, some found their 
way to Europe, where last year 
they were fraudulently pres¬ 
ented for transfer or offered as 
possible collateral for loans. 

Citibank said that since 1987 
its own personnel had 
destroyed cancelled certificates 
on bank premises. Citibank 
also said yesterday that it 
believed it had no "material 
financial exposure” to any of 
the certificates. 
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... Alcatel Cable 

Alcatel Ciblc, worldwide leader in the teteconjinunications and energy cables 
market, is located in 25 commies with 70Sfe of its sales outside otFimree. 
fiaUow&Q its dynamic 1991 acquisition poScy. Aland Cable employs 23,000 
people woridwidfc . 

C mwU d ite iFigures (nDBoni FRF) 1996* 1991 


Tool Saks 

Ner Income before Minority Interests 
Net Income Giottp ShErc 
Net Income Grotrp Share per share 
Dividend per Stock ... 

*Excluding the effect of a change In the accounting method. 


24.516 
1.099 
926 
FRF 280 
FRF 80 


27.485 
1,269 
1.107 
FRF 321 

FRF 90 



Cyprus Minerals Company 

Cyprus Minerals Company, with $2 bmioo in assets, is a major U.S. pro¬ 
ducer of copper, coal, molybdenum, lithium, and talc. It also produces 
gold, iron ore, and zinc. The strong balance sheet is characterized by debt 
of only <25 percent Shareholders have received an 18.6 percent com¬ 
pounded return on their Cyprus Investment during tbe last five years. 



SMITHS INDUSTRIES 

StxUksbtiuitriahawoTUlaidtTfnatTajpmadaXTO^jKf^tjitrBa 
mtd^uUbei faAutftfpmfiuxe. JPtA a etmmitment torcmmAW 
4*1*. 


mv kt lim frAcaanpcajkaMi mtniiTinnl miinimgrttmdqfiavgrmATomj* 
MgtmkgMtbaadatt mbiHam. M ere Aon 70 pored qf tSr co m/ H Myi 
tmaimenti generated cnltidedte United KhtfistK, with ike United Stales *s 
ia single logo* maHuL 



Reebok International Ltd. 

Reebok Internationa] Ltd., headquartered in Stoughton. MA. is a 
leadi ng designer and marketer of active lifestyle and performance 
products, including footwear and appareL The Company's operat¬ 
ing units include the AVIA, Boston Whaler, Reebok and Rockport 
Divisions and tbe Apparel Products Group (including Ellesse USA 
and Weebok). Sales for 1991 totalled approximately $2.7 billion. 
Stock Exchange: NYSE (symbol: RBK). __ 



Forest Oil Corporation 

is M»g g£fH in tbe acquisition of. exploration far, development and production 
of oil sad wm»ra1 gas. Forest Oil's strategy is focused oo minimizing the risk 
inherent in the search for hydrocarbons by acquisition and exploitation of 
Mining producing properties. The Company conducts a modest exploration 
program, which is funded principally through fannoul mechanisms. The 
Company's principal reserves and pro duci ng properties are located offshore 
Louisiana, and mTexas, Wyoming. Oklahoma and Albena, Canada. Forest 
Oil owns working interests in approximately 82,000 leasehold acres and 
238/100 net undeveloped acres both on- and offshore in tbe United States 
and in Canada. (NASDAQ: FOIL) 



Cbargeurs 

Chargcuis is a diversified industrial group which operates in textiles 
(Protrvost, Hart, Otcgui...) and entertainment ( BSkyBJPafoti-.). It also 
operates in automobile transportation (WalonX leisure cruises (Paquet) 
and protective surfacing (Novacell. Tbe group is one of France's leading 
international companies, with over 12,000 employees woddwide- 
ffaim>dal Outfights 1991 (FFmflfitms) 

Net sales 10267 

Net income 366 

Capita] expenditure 782 

Net equity per outstanding share (FF)1/B6.95 


3M 



3M 

3M is a global leader la industrial, commercial, healthcare and con ta m er 
markers. Strengths include a steady stream of new products, low-cott manu¬ 
facturing, a strong presence outside foe United States, and an AAA credit 
rating. In 1991, more than 30 percent of sales again came fiom products new 
within the last five years. During foe year. 3M celebrated its 40th year of 
sucoes5fhl iraenmtiooBl operations. 3M has compares in 57 coantries and mar¬ 
kets its products in more than 200 countries. 


CadPIT O 'aQ UlW MattT i 
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equipement t 

The CEPME group finances the development of small and medium sized 
businesses through a complete range of products: medium and long term 
loans, property and equipment leasing, equity investment, short term overdraft 
lending and corporate finance advice. With aronnd 300 account mana gers 
split between the fifteen regional centres and forty one offices the CEPME is 
present throughout Franc e. Ove r (20,0 00 bus inesses currently benefit from 
financing provided by tbe CEPME. The CEPME has seen continued progress 
in 1992. with a 54 percent growth in net profits and in excess of 20 billion of 
loans advanced. 


The Financial Times Annual Report Service is appearing on 23, 24,25,26 June 1992.. 


UAP 

In common with other insurance firms in 1991, the UAP Group was affect¬ 
ed by deteriorating conditions in non-life mamauuc and adverse co ndi ti on in 

the Onanriri and property m a rkets. In addition Group net profit for 1991 fell 
by 10.7% partly due to the allocation of provisions equivalent to 5% of 
Basque Warms property risks and partly due to U APs contribution to the 
indemnity fund for victims of AIDS contaminated Mood transfusion. 

The UAP Group has rod these challenges with active management and coo- 
tinnes to renew its product range, decentralise responsibility and consolidate 
its poatiOB of strength in Europe. 



Pearson 

PEARSON publishes newspapers, magazines and books, owns and runs day¬ 
time farrd]yezitertiinmemamnctioQ&, provides oil services arotmd the vKaid. 
has cnhcnmtrgi investment twnKng interests and is the l^iyo manufeemrer 
aoddstribaoroffmebooecbina-PEARSONawiismastaf its businesses out¬ 
right, but also makes investments in complementary businesses. PEARSON 
concentrates cm bosness sectors where its own emphasis oo quality is a com- 
petitive advantage, where it can maket its products intematiooally, and where 
it can attract and motivate ta le n t ed people. FINANCIAL TIMES -ROYAL 
DOULTON-LA KESIDE a ADDlSON-WESLEY*LAZARD*PENGUIN* 
CAMCO*LONGMAN* WESTMINSTER PRESS-TUSSAUDS GROUP. 



Schlomberger 

Schhnnberger is an international company which provides technical services 
and products to enhance customer efficiency in two main areas: Oilfield 
Services co mp rises the complete range of te c hii m neg for locating, evaluating 
and extracting oil and gas reserves. Measurement & Systems designs, man¬ 
ufactures and distributes products, systems and services to help customers 
manage energy resource* and shorten desigp and production cycles, hi 100 
countries, 54,000 employees of 90 nationalities form a unique blend. 
(Snnllions) 1991 1990 1989 

Operating revenue 6,145 5,306 4,685 

Net income 8J5 570 441 



Maois 


Rabobank 

The only Dutch triple-A bank. 

Tbe Rabobank Group - AAA-med by aO leading ratine agencies - is the 
largest source of finance for tbe Dutch ecooomy. Wrth total assets cf over USS 
127 faOlion it ranks among foe 50 largest banks in tbe world. Rabobank is lead¬ 
ing in Dutch agriculture and agribusiness (90%), tbe small and medium-sized 
corporate sectors (40%J and retail banking (30% to 40%). Internationally it 
runs more than 45 offices in the USA, Latin America, Asia, Australia rod 
Europe. In Europe, Rabobank can offer its clients 29 own footholds in 10 
countries and a network of 15,000 outlets of its strategic alliance partners. 
Globally Rabobank specializes in food rod agribusiness and agri-trade finance. 



W»uquBa4nu 


ELF Aquitaine 

ELE Aquitaine is France's premier industrial group in terms of sales and net 
income. Elf Aquitaine ranks first on the Paris Stock Exchange in terms of 
capitalisation. The Company is also listed on the NYSE since 1991. The 
Group is one of tbe ten largest oil companies worldwide. It is ako very active. 
in chemicals and has carved out a solid position in the h e alth sector. 

1991 Saks-FF 200.7 billion 

1991 Net income_FF 9.8 billion 

The above figures are extracted from the Annual Report. 
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Tfcva Pharmaceutical Industries Ltd. 

Teva Utamta ccuti cai Tnfoivtiies Ltd. is Israel's largest pharmaceutical Company 
and among Israel's ten largest industrial companies. Teva manufactures and 
distributes ethical and generic drugs, fine rtonirak for the pharmaceutical 
industry, hospital supplies, and veterinary products. Manufacturing facili¬ 
ties ere located in Israel, Western Europe and the United Stales. Almost 50 
percent of leva's sales are generated outside of Israel, most of it in the U.S. 
leva's shares are traded in Israel and an NASDAQ (symbol: TEV(Y). with the 
rmgority held by non-Israelis. 
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Tfeleknn 

TELEKURS, based in Zurich. Switzerland, and with subsidiaries in ail major 
financial centers of tbe world, offers a broad and varied spectrum of services 
for financial information distribution at the leading edge of technology. 
TELEKURS has at its disposal the world's most comprehensive securities 
database. With its services there is almost instant access to all relevant finan¬ 
cial data fiom anywhere in tbe world. TELEKURS expanded its business 
in 1991; turnover rose to Sfir 353 milbofl, tbe cash Sow increased id Sfi 63.8 
million. 


OGF 


OGF 

Hie core activity of OGF, a member of foe Lyonnaise des Eoux-Dumcz 
group, is the prevision of fanera l serv ices to local authorities and private 
individuals. Its main subsidiary is PFG (Ponrpes Funibrcs Ginerales). From 
its original bases in France, OGF/FFG has developed internationally. First in 
Europe: Belgium. Switzerland, Italy and Great Britain. In this last country, 
foe Group is foe major shareholder of PJantsbrook Group (ex-PHKI). 
OGRPFG holds 9% of die European hmeral service nmiket. Secondly, in foe 
Far East (Singapore) rod in Africa. Key results far .1991: Net Saks 2.797.9MF 
Consolidated net income 115JMF 


This service is free to readers of the Financial Times 
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COMPANY NEWS: UK 


Hongkong Bank wins 
64% of Midland 


By David Barehard in London 
and Simon Holberton 
In Hong Kong 

HONGKONG and Shanghai 
Banking Corporation yesterday 
won overwhelming acceptance 
from Midland Bank sharehold¬ 
ers for its £3.6bn takeover 
offer, giving it a total of 63.58 
per cent of the British dearer’s 
share capital. 

Counting was still proceed¬ 
ing last night and the final 
level of acceptance will be 
announced this morning. The 
merger will be declared uncon¬ 
ditional in every respect on 
July la 

The prospect of a significant 
block of Midland shares lying 
outside Hongkong Bank's con¬ 
trol seems to have been 
excluded. Mr Derek Netherton, 
director of Schroders, the mer¬ 
chant bank advising Hongkong 
Bank, said, that he knew of no 
institutional shareholder 
which had rejected the offer. 

The merger creates a new 
global banking group with 
assets of £l45bn, among the 
world's ten largest banks and 
well ahead of any other British 
bank. 

Within an hour of the victory 
announcement Mr William 
Purves, Hongkong Bank chair¬ 
man, told the Financial Times 
that he intended to proceed 
with the merging of the two 
banks’ operations as rapidly as 
possible. "People in Midland 
and my group want to get on 
with it." 

Top managers at the two 
b anks are to meet in 10 days' 
time at a venue outside Lon¬ 
don to take key decisions on 
the practical steps involved in 
the merger. 

Mr Purves said that he 



William Purves: wanting to get on with the merger 


expected the bulk of the 
merger to be accomplished 
with a year, much of it in the 
first six months. 

He cited the consolidation of 
the treasury operations of the 
two banks as an urgent prior¬ 
ity. Operations in London. New 
York and Tokyo had to be 
brought together “as soon as 
possible". 

London would be the bead- 
quarters of the new, enlarged 
treasury which would also take 
responsibility for handling the 
group's top corporate custom¬ 
ers, he said. The treasury 
would trade under the Midland 
name but be headed by Mr 
Bernard Asher, Hongkong 
Bank’s most senior executive 
in London. 

Mr Purves said however that 
the merger would be "a part¬ 


nership of key people in key 
areas”. These people would 
come from both banks. 

"There are many challenges 
ahead and we will get down to 

them now that, the uncertainty 

has been removed." 

Preliminary figures last 
night showed that Midland 
shareholders owning some 
351.3m shares, or 44.5 per cent, 
had accepted the offer, with 
half of them electing to take 
the 60p cash alternative 
instead of the bonds. 

Midland shares rose 24p to 
finish at 454p last night. 

• The steering committee erf 
the FT-SE 100 index is consid¬ 
ering when exactly to replace 
Midland in the index with 
Hongkong Bank’s shares. It is 
believed the change will not be 
made for about two weeks. 


Caledonia Invs declines to £34.7m 


By Roland Rudd 

CALEDONIA Investments, in 
which the Cayzer family holds 
46.2 per cent of the shares, saw 
pre-tax profits decline to 
£34.7m (£35.3m) for the year to 
March 31. 

Mr Peter Buckley, chief exec¬ 
utive, said the company was 
affected by falling interest 
rates as it switched from Brit¬ 


ish & Commonwealth Holdings 
preference shares and cash 
deposits to other investments. 

Profits from trading activi¬ 
ties rose to £65m (£lm). due to 
higher input from Amber 
Industrial Holdings, in which 
Caledonia holds 75 per cent 

However, this increase was 
offset by a Call in investment 
income to £ 18 .6m (£235m) and 
net interest receivable from 


£13 5m to £12 5m. 

Caledonia is proposing to 
purchase up to 10 per cent of 
Its share capital at 355p a share 
- a small premium to Wednes¬ 
day's closing price. The shares 
yesterday rose by 23p to 362p. 

Earnings per share foil from 
25p to 24.1p. 

An Increased final dividend 
of 9.6p, takes the total for the 
year to 14.4p (13.5p). 


BPB halved 
to £37.8m 
but bullish 
on prospects 

By Richard Gourlay 

PLASTERBOARD manufac¬ 
turers can look forward to a 
sustained recovery after three 
disastrous years in which 
prices fell by more than 50 per 
cent In real terms, BPS Indus¬ 
tries, Europe’s largest pro¬ 
ducer said yesterday. 

The company was announc¬ 
ing a 51 per cent Call In profits 
due to the severe recession in 
the UK and the 

low plasterboard prices. 

Pre-tax profits fell from 
£77.8m to £37.8m on sales 
down 10 per cent at £l.Q 2 bxu 
Earnings halved to 6p but the 
company Is recommending an 
increased final dividend of 
7JSp, up from 7p, giving an 
unchanged total of U55p. 

Mr John Maxwell, finance 
director and chief executive 
designate, said the growing 
evidence of price recovery jus¬ 
tified the dividend Increase. 

“Competition has focused on 
market development, product 
range, product quality and 
customer service instead of 
even higher discounts to gain 
sates,” Mr Maxwell said of the 
European Gypsum market 

Operating profitability dur¬ 
ing the year had benefited 
from cost savings in the gyp¬ 
sum and the paper divisions. 

The savings are likely to 
improve BPB’s competitive 
p osition a gainst* its main EnfO- 
pean rivals, Knauf and Lafarge 
Coppte. 

Plaster and plasterboard 
sales volumes increased in 
mainland Europe, especially in 
Germany, but the loss of sales 
in the UK and Canada more 
than offset these increases. 

Included In the GO per cent 
profit fall was a net £7.6m 
exceptional charge relating to 
£7.lm of redundancy costs and 
£4.1m additional depreciation 
provided on surplus plant 
which was only partly offset 
by a £3.6m profit on the sate of 
shareholdings. 

In the previous year, BPB 
benefited from a £lo. 2 m net 
exceptional gain after receiv¬ 
ing Insurance proceeds in 
excess of net book value which 
offset redundancy costs of 
£12.8m. 

See Lex 


Profits surge at Southern Electric and South Wales Electricity 

First price cut wins approval 


By JuBot Sycturava 

SOUTH WALES Electricity 
will drop electricity prices by 
up to 2 per cent from January, 
after cutting more than 450 
jobs - around 15 per cent of 
its present workforce - and 
reducing costs by about £4m. 

The announcement, which 
makes the Cardiff-based 
regional electricity company 
the first to cut electricity 
prices since privatisation two 
years ago, won approval from . 
the Department of Trade and 
Industry. 

“I believe these reductions 
demonstrate that the benefits 
of privatisation are coming 
through," said Mr Tun Eggar, 
the energy minister. 

The cuts, which mean about 
£1.50 to £2 off the average £80 
to £90 quarterly electricity bill, 
were possible because South 
Wales had cut costs by 6 per 
cent, the company said at Its 
annual meeting yesterday. 
That was the highest cut so Ear 
from any regional company. 

South Wales, which is the 
smallest of the 12 regional com¬ 
panies, did not rule out 
another tariff cut In future. 

Southern Electric, which 
also announced its annual 
results yesterday, faced ques¬ 
tions from the (Sty as to why it 
had not rewarded customers 
with a shnfiar move. 


'Hie contrast was sharp, 
because Southern only cut 3.7 
per cent or £8.5m from its 
costs, but gave shareholders a 
dividend of 1066p, up 155 per 
cent, compared with South 
Wales' 145 per cent increase to 
104p. 

Southern Electric's pre-tax 
profit of £1665m for the year 
ending March 1592, up 57 per 
cent on last year’s pro forma 
figure, also looked high com¬ 
pared with the 28 per cent 
increase in South Wales’ fig¬ 
ure, to £705X8. 

Southern's earnings per 
share rose by 51 per emit to 
47-8p and South Wales' by 26 
per cent to 50.3p. 

But the companies* underly¬ 
ing profit growth - excluding 
exceptional items and distor¬ 
tions - was closer. Southern 
Electric's profit grew by an 
underlying 30 per cent, and 
South Wales' by 23 per cent 
This came almost entirely from 
the coze distribution business, 
although sales were depressed. 
Southern Electric sold a mod¬ 
est 02 per cent more electric¬ 
ity, and sales in South Wales 
were stagnant 

Growth came from cost cut¬ 
ting, and higher tariffs, which 
gave South Wales a £70.4m 
operating profit in the core 
business, compared with 
£475m the previous year. 

Southern Electric's core busi¬ 


ness made an operating profit 
of £172.5m, a rise of 34 per 

Both companies incurred 
exceptional charges as they 
restructured their retail 
operations and shed jobs in the 
main business - £lL2m for 
South Wales and £8.5m for 
Southern Electric. 

However, while Southern 
merged its retail operations 
with Eastern's in April 1992, 
South Wales sold its business 
to South Western Electricity, 
shedding 355 jobs. 

Southern’s retail business 
showed a £3.3m loss, and is 
not expected to break even 
until the year ending March 
1994. 

Contracting was loss-making 
for both companies. Southern 
lost E2JSm on the business, and 
South Wales about Elm- 

Bo th companies plan to take 
more costs out of the core busi¬ 
ness, though Southern gave a 
firmer target of 500 more jobs 
to go or 03 per cent of the 
workforce next year. 

However, South Wales is tar¬ 
geting a 1 per cent cut in costs 
overall, while South Wales Is 
forecasting a dramatic 5 per 
cent real cut 

Turnover for the smaller 
South Wales Electricity 
amounted to £590m (567m) 
while Southern Electric 
achieved £L75bn (£L55bn). 


• COMMENT 

Whether or not the halo South 
Wales was strategically wear¬ 
ing yesterday slips in future 
scarcely matters. The compa¬ 
ny’s price cut will please the 
City even if it is a temporary 
sop to the regulator, and the 
company’s cost cutting was 
tangible enough. And while 
Southern's promise of “critical 
mass" from its retail merger 
made South Wales’ decision to 
ditch the whole loss making 
outfit look happily straightfor¬ 
ward and likely to keep Welsh 
Water from making more pred¬ 
atory moves on the company. 
Southern - with its seven new 
businesses and new retail ven¬ 
ture - inevitably looks some¬ 
what uncertain by comparison 
even though the compa ny has 
a strong management record. 
That uncertainty casts a 
shadow over the company s 
hefty dividend rise, which the 
company implied would be a 
one-off. Analysts forecast pre¬ 
tax profit of between £170m 
and £200m for Southern Elec¬ 
tric, and £85m to £95m for 
South Wales.-That puts the 
companies on a prospective p/e 
of 6.5 to 7.7 for Southern, and 
6.6 to 8.3 for South Wales. A 
dividend of between 18p and 
18.7p is forecast for Southern, 
ami 212p to 2I.8p for South 
Wales. 


WALES 


The FT proposes to publish this survey on 

September 16 1992. 

from its print centres in Tokyo, New York, Frankfurt, Roubaix and London. 
It will be read by senior businessmen and government officials in 160 countries 
world wide. It will also be of particular interest to the 130,000 directors and 
managers in the UK. who read the weekday FT. If you wish to reach this 
important audience with your services, expertise or products whilst maintaining 
a high profile in connection with Wales, call 

Clive Radford 

on 0272 292565 Fax 0272 225974 
Merchant House, 

Wapping Road, 

Bristol BS1 4RU 

Dam source: BMRC Businessman Survey 1990 
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SOUTHERN 

ELECTRIC 

preliminary announcement 

OF ANNUAL RESULTS 1991/92 

“A challenging year in which we met our objectives for growth and 
took the Company forward with higher standards of customer service 
and the dei'elopment of our key unregulated activities, 
generation, retailing and contracting into separate businesses ” 

Duncan Ross, Chairman 



Group Results 
Year to 31/3/92 
(HCA) 

Group Results 
Year to 31/3/91 

(HCA) 

Turnover 

£ 1,750.6m 

£1, 546.0m 

Profit before tax 

£ 166.3 m 

£139.6m 

Profit after tax 

£129.0 m 

£107.8111 

Earnings per share 

47.80p 

31.64p* 

Proposed total dividend per share (net) I6.66p 

14.45P" 

Profit before tax up 

Highlights of the Report 

by 19.1% to £166.3 million. 

•pro forma 


Earnings per share increased to 47.80p. 

Continuing growth as units distributed increased by 2.2%. Commercial sector 
increased by 5.2%. 

Operating costs down by 3.7% with manpower down by 2.7%. 


MFI 


MFI FURNITURE GROUP PLC 


Shares in MFI, the UK's leading 
furniture retailer and manufacturer, 
are to be offered to the public 
next month in connection with 
MFCs proposed flotation on the 
London Stock Exchange. 

The offer price 

is expected to be announced on 
Thursday 2 July 1992. 


PUBLIC APPLICATION FORMS 
WILL APPEAR IN THIS NEWSPAPER. 


Issued by GwiUjr NalWesf limbed. Q member of (ho Securities and Futures Authority. County NatWest limited h octino a , h _i 
connection with te proposed dotation and hr no-one else. County NotWes! limited will not be responsible to onvone^W ** ^ " 

pnstoctiens afforded to customers of County NoWail limited or for providing advice in refoticfltoX flotation pWdin8 *• 

Before deciding whether to apply for shores, you should consider whether shares are a suitable investment lor you. Thair 

os up. if you need odvice, you should consult on appropriote prqfosstortol odvisw. ’=an go down as well 
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COMPANY NEWS: UK 


Price increases behind Liberty’s fraternity seeks to limit equality 

YOrksMl 1 W^tcr Peter Pearse reports on the challenge to the existing order at the famous retailer 


By Angus Foster 

YORKSHIRE Water yesterday 
announced an 8.6 per cent rise 
In profits and said its non-regu¬ 
lated. or enterprise; business 
performed well. • •» - 
Pre-tax profits advanced 
from £U4.1m to £123.9m in the 
year to March 31. in line with 
expectations. 7116: rise was 
mainly due to average price 
rises of 13 per cent, although 
increased borrowings for capi¬ 
tal expenditure led to an inter¬ 
est chai^ for the first time. 

Turnover was up 13.4 per 
cent to £441 An. This follows a 
13.7 per cent increase to 
£S19£m at the interim stage, 
when profits were U.7 per cent 
higher at £64. lm. 

Turnover in the core water 
and sewerage business 
increased by 12 per cent to 
£42&2m. Enterprise businesses, 
which faffinrfw the environmen¬ 
tal and property arms, doubled 


sales to £13m and generated 
profits after financing costs of 
£2 ul 

Operating expenses 
increased 11.8 per cent and 
included a larger-than-expected 
£5.5m provisdwi for a land slip 
at a sewage treatment works 
near Huddersfield. 

There were also £4m of reor¬ 
ganisation provisions, £2m for 
additional water pumping to 
areas of low supply and 
£300,000 of compensation for 
customers affected by a poten¬ 
tial cryptosportdiosis outbreak 
in Sheffield. 

Capital expenditure in the 
regulated business increased 16 
percent to £290m. Depredation 
rose 4.4 per cent to £44.4m 
while Infrastructure renewals 
ware np S3 per cent to £663m. 

Earnings improved by 10.3 
per cent to 57.6p (S22p>. A final 
dividend of I3p (U3p) makes a 
total of 19.5p (I7.7p), a 10.2 per 
cent increase. 


• COMMENT 

Who said water companies are 
risk free? Despite the predict¬ 
ability of profit and price 
increases, Yorkshire's results 
show how a land slip and other 
problems can dent profits, 
even if the numbers are rela¬ 
tively small. Although core 
business results were as 
expected, there were encourag¬ 
ing signs from the non-core 
side. This year should be 
even better, benefiting from 
perhaps £lm of property profits 
for the first time, although 
unregulated profits are still 
some way from 10 per cent of 
the total. Forecast profits 
for this year of £142m put 
the shares on a multiple of 7 
times, following yesterday's 7p 
rise to 482p. Given the compa¬ 
ny’s regulator-friendly image, 
the shares could go higher as 
dust from the water compa- i 
Dies' reporting season begins 
to settle. 


Wellcome chief emphasises 
strengths in £3bn shares sale 


By Maggie Uny 

MR JOHN .Robb, chief 
executive of Wellcome, said 
yesterday he would emphasise 
five of the drag group’s 
strengths to potential buyers of 
the £3bn worth of shares that 
the Wellcome Trust is planning 
to sdL 

These strengths included the 
group's dominance of the grow¬ 
ing anti-viral drug market; its 
promising research and devel¬ 
opment and its iwipha. 

sis on sales and marketing. He 
also pointed to Wellcorae’s 
strong volume growth in sales, 

limiting the efflpc* 1 of pricing 

pressures on drugs; and the 
group’s ability to increase mar¬ 
gins. 

UK investors are expected to 
take half the shares in the 
international offer next month. 
Of this, retail investors are 
expected to take £180m of 


shares, although Mr Lawrence 
Banks, head of corporate 
ffrttmre at Robert Fleming, the 
bank organising the sale, said 
yesterday that retail demand 
was hard to estimate. So for 
DUB than 250.000 people had 
rung the Wellcome share infor- 
QSldOQ office, 

Wellcome has about 23,000 
indMdaals on its shareholder 
register, of which 10,000 are 
employees. 

• More than so regional stock¬ 
brokers are prepared to apply 
on behalf of private investors, 
who can also participate via 
application forms. Existing 
Wellcome shareholders with 
addresses in the UK will 
receive a special application 
form giving them priority for 
up to £5,000 worth of shares. 

Retail investors have to offer 
to buy shares at the tender 
price being fixed through the 
international book-building 


process. However, the tender 
price will not be announced 
until a few days after the pub¬ 
lic offer closes. Applicants 
must specify the value of 
shares they wish to buy, rather 
than the number. Applications 
must be for a minimum of 
£1,000. 

The maximum number of 
shares that could be sold is 
417m. The sale of 330m shares 
would reduce the trust's stake 
from 73.5 per cent to 35.1 per 
cent The trust can Increase 
the issue and Fleming has the 
option to sell a farther 15 per 
cent of the final size. If the 
maximum number of 417m 
were sold, the trust would be 
left with a 25 per cent stake, 
which It says it would retain as 
a long term investment 

The trust will be paying total 
commissions of between 8% 
and 3% per cent of the value of 
the shares sold. 


YORKSHIRE & HUMBERSIDE 


The FT proposes to publish this survey on 
July 24 1992. 

It will be of particular interest to the 130,000 
directors and managers in the UK who read the 
weekday FT.* 

If you want to reach this important audience, call 
Hugh Westmacott 
Tel: 0532 454969 
Fax: 0532 423516 
Permanent House, 

The Headrow, 

Leeds, LSI 8DF 

Data source:* BMRC Businessman Survey 1990 


T ODAY'S extraordinary 
meeting at Liberty will, 
at one level, be devoted 
to the vexed questions of 
equality and fraternity. 

There is Uttle equality in 
Liberty's share structure, 
though it looks as if the frater¬ 
nity uniting the many stakes 
h*iri by the descendants of the 
founder and his wife will 
remain solid enough to see off 
the issue. At least this 
time. 

In October Mr Brian Myer- 
son, through Concerto Capital 
Corporation, his family invest¬ 
ment vehicle, bought the bulk 
of his 15 per cent stake in the 
retailing and wholesaling 
group. He proposed exploiting 
the Liberty name more folly 
and generally invigorating the 
group. 

The board referred bim to 
the Ste wart-Liberty family, the 
shareholder group he would 
need as a partner to implement 
his changes. Rebuffed by the 
family, he proposed a £20m 
rights issue and the appoint¬ 
ment of a new chief executive 
in place of Mr Harry Weblin, 
who is also chairman . 

Those plans have since been 
changed and the agenda before 
Mr Myerson’s requisitioned 
meeting is his scheme to 
enfranchise the non-voting 
shares, “no more, no lessVOf 
Liberty’s shares 70 per cent are 
voting and the balance non¬ 
voting. 

Mr Myerson says that the 
institutions he has seen agree 
with enfranchisement as a 
principle and that the exercise 
has forced Liberty to renew 
dormant contact with its non¬ 
family investors. “The institu¬ 
tions accept that our calcula¬ 
tions are fair," he says, adding 
that there has been “an ele¬ 
ment of understanding and 


some sympathy among certain 
Stewart-Liberty members' 1 . 

Liberty says that Mr Myer- 
son's scheme is fundamentally 
flawed and would disadvantage 
the holders of the non-voting 
stock. It adds that it is not 
essentially opposed to enfran¬ 
chisement, but wants to be 
able to choose the time and the 
formula. 

Mr Myerson says enfran¬ 
chisement would lead to more 
non-executive directors. Mr 
Anthony Blackmore, the only 
one at present, was elected 22 
years ago and is part of the 
Stewart-Liberty family. 

“They need help round the 
boardroom table, there isn't 
the depth there," says Mr 
Myerson. The board dfanfssps 
the non-executive question as 
irrelevant and says It is always 
on the look-out for non-execu¬ 
tives who can make a contribu¬ 
tion. 

Mr Weblin says that custom¬ 
ers have given him "quite a 
towsing" over Mr Myerson’s 
proposals and both he and Mr 
John Pugh, Liberty finance 
director, are confident, that 
they wifi, be voted down. “The 
proxies are looking OK," Mr 
Pugh said last night 

The meeting wfll be the lat¬ 
est shareholder skirmish in a 
10-month saga, which has 
thrown the perceived reputa¬ 
tions of the protagonists into 
sharp relief. 

On one side there is the hide¬ 
bound and cosy BngHshness of 
the 117-yearold upmarket fash¬ 
ion retailing name, which “is 
muddling along”. Based in its 
Tudor-style and neo-classical 
West End store, it Is an “under- 
performing" company that is 
long cm tradition, but shorter 
on business acumen and drive. 

On the other, there is the 
barbarian at the gates, Mr 
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Liberty’s West End store: disputed plans for expansion 


Myerson, the arrogant young 
colonial interloper with a 
beady eye for the main chance, 
looking to put another 
respected UK institution into 
play, as he had with Aqua- 
scutum. 

Neither reputation is wholly 
true. 

It Is true that Liberty has 
recently been hit hard ter the 
recession, the Gulf war, the 
VAT Increase and the impact 


Doubled sales in Poland help 
Rothmans advance hy 4.2% 


By Richard Gourlay 

ROTHMANS International, the 
cigarette and luxury goods 
company, yesterday reported a 
4 .2 per cent increase in profits 
despite a price cutting war in 
Australia, one of its most 
important markets. 

The main boost to growth 
came from a doubling of sales 
in Poland coupled with higher 
prices in Canada and cost cut¬ 
ting in Germany. 

Pre-tax profits rose from 
£5425m to £565.2m on sales of 
£2.4bn (£2.3bn). Earnings per 
share rose 92 per cent to 85.7p 
and the company is to pay a 
final dividend of 13p, np 1L1 
per cent, giving a total of 205p, 
up 10.8 per cent on the year. 

The company is also splitting. 
its ordinary “B" shares, which 
are traded in London, into two 
in an attempt to widen their 
appeal to investors. 

The Australian operation 
was badly bit by the price war 
and the operating result was 


struck after a higher-than-ex- 
pected £28.7m rationalisation 
cost in Europe and Australia. 

Cash balances increased by 
£55m to £77Qm but investment 
income fell from £65.4m to 
£58.5m as a result of lower 
average interest rates. 

The luxury goods interests, 
which are mainly a controlling 
interest in Dun hill holdings, 
were hit by recession. But 
sales increased by 11 per cent 
to £230m largely due to the 
purchase of substantial inter¬ 
ests in Alfred Dunhfll’s Japa¬ 
nese distributor. Operating 
profits rose from £55.lm to 
£S5.7m. 

During the year the tax rate 
foil from S68 per cart to 35.2 
per cent 

• COMMENT 

A good week for cigarette mak¬ 
ers. .Fast in the tracks <of 
Wednesday’s US Supreme 
Court judgment on smokers’ 
lawsuits, that appears to limit 
their avenues of attack, Roth- 


DIGEST 


mans yesterday demonstrated 
the industry's old cash generat¬ 
ing magic. Allowing for a price 
war in Australia and reorgani¬ 
sation costs, which were 
higher than expected, ciga¬ 
rettes showed a 10 per cent 
increase. Luxury goods 
through Cartier and Dunhill 
particularly, were also ahead 
of expectations. Rothmans is, 
however, sitting on a £770m 
cash mountain that it still does 
not appear to know how to use, 
even though some of this pile 
Is controlled by associates. Per¬ 
haps there is a case for a 
higher dividend, hut this argu¬ 
ment has cut little ice with the 
South African Rupert family 
since it took control by buying 
Philip Morris’s stake in 1989. 
With the legal threats in abey¬ 
ance, if not entirely des¬ 
patched, the shares are looking 
on the cheap side based on a 
forecast of £8Q5m of profits this 
year, or earnings of 94p, which 
gives a prospective multiple 
below 11. 


of the Uniform Business Rate. 
In the year to February Z, the 
group suffered a 21 per cent 
decline In pre-tax profits to 
£5.66m, with the retailing ride 
tumbling 62 per cent to 
£828,000. 

Three stores were closed In 
the US when the leases 
expired, leaving one, that is 
only accessible through 
another shop, and the company 
no longer has a European 


retailing presence since the 
disposal of the Dutch Metz & 
Co venture in 1989 and the 
short-lived idea for a store in 
Lyon. Mr Myerson mainfrai p s 
that for a company with a 
brand as unique and valuable 
as Liberty, it has negligible 
awareness among consumers 

The board suggests that clos¬ 
ing the loss-making US stores 
was a sign of good, not poor, 
management and that licen¬ 
sing is, at the moment, the best 
way to progress across the 
Atlantic. 

It points to the lack of suc¬ 
cess of virtually all cross-bor¬ 
der expansion In retailing, both 
into and out of the UK. It plans 
organic growth in the UK, 
opening more shops, creating 
more space in the Regent 
Street flagship store and push¬ 
ing the Muji joint venture 
hard. 

It is also true that a ball Mr 
Myerson started rolling forced 
the Aquascutum board into the 
arms of a Japanese white 
knight and that he did emerge 
about £6m richer. 

He acknowledges he is not a 
retailer, rather an investor, 
though he says he has been 
immersed in the sector for four 
years now. He stresses the 
need to have stores overseas to 
carry the brand, thereby rein¬ 
forcing the wholesaling side. 
“Otherwise liberty will dwin¬ 
dle into a small property and 
wholesaling business.” 

He would open 10 stores in 
Europe over five years. 

Mr Myerson insists that the 
meeting is “only round one”, 
that he is “not in a hurry and 
has inevitability on bis side”. 
The liberty board wants to get 
back to running the business 
and the Stewart-Liberty family 
will reveal its wishes today. 


DIVIDENDS ANNOUNCED 

Correa - T 
Current Date of ponding 1 
payment payment dividend y 


BPB tnda_fin 

Brown SMpfey-Tin 

Brown A Tint_fin 

Caledonia Inv-fin 

ChUtam Radio_int 

Electro Inv ....—.Int 

Hardys 4 Hanson ...Int 

Kalamazoo_fin 

Pr os pect bids Int 

Rothmans -Hn 

Sc an Ironic —_(in 

Soundtracs§_._Int 

South Wales Elec_~fln 

Southern Elec_fin 

Stoddard Sobers _fin 

TSB_int 

Yorkshire Water_fin 


Aug 11 
Aug 10 
Sept 9 
Sept 3 


Oct 5 
Oct 5 
July 29 
Oct 5 
Oct 1 


Dividends shown pence per share net except where otherwise stated. 
10n Increased capital. §USM stock. { For 8 months. {{Adjusted for 
subdivision of shares. 



Richemont 


RESULTS FOR THE YEAR ENDED 31 MARCH 1992 

During a period in which many companies have found trading 
conditions difficult we are pleased to report to Unitholders 
further satisfactory progress in sales, profits and dividends. 



Financial Highlights for the year ended 31 March 1992 



1992 

1991 


Net Sales Revenue 

£ 31083m 

£ 29883m 

+ 4.0% 

Profit before Taxation 
Profit attributable 

£ 

620.1m 

£ 596.1m 

+ 4.0% 

to Unitholders 

£ 

1973m . 

£ 1773m 

+11.3% 

. Earnings per Unit 

£ 

343.60 

£ 308.70 

+.11.3% 

Dividends per Unit 

£ 

56.25 

£ 50.625 

+11.1% 


Compagnie Finandere 
Richemont AG 
Rjgfctrasse2 
<5300 Zug, Switzerland 
Telephone: (042) 22 33 22 
Telefax: (042) 21 71 38 


Richemonr International 
Limited 
15 Hill Street 
London W1X 7FB 
Telephone: (071) 499 2539 
Telefax: (071) 491 0524 



Operating profit amounted to £ 584.2 million, an increase of 
5.0% compared to the prior year. Of this, tobacco operations 
generated £ 367.0 million, an increase of 4.4% over last year, 
while operating profits from the Group's luxury goods activities 
increased by 4.1% to £ 214.6 million. 

Overall, profit attributable to unitholders and earnings per unit 
increased by 113% to £ 1973 million and £ 343.60 respectively. 

The Board of Directors has proposed an increase of 11.1% in the 
dividend payable to unitholders ro £ 5635 per unit based on the 
number of Richemont units in issue prior to the 10 for 1 sub-division 
of units to be proposed at the forthcoming Annual General Meeting. 

Richemont is a Swiss-based company which operates m the fields 
of tobacco products and luxury goods. Richemont’s tobacco 
interests are held through Rothmans International p.Lc. Its 
interests in the luxury goods industry are held through its control¬ 
ling interests in Cartier Monde SA, including Cartier, Piaget and 
Baurae & Merrier, and Dunhill Holdings PLC, including Alfred 
Dunhill, Month lane and ChloA 

Copies of the annual report of Richemont may be obtained from: 


Aberdeen 
Steak 
cuts losses 

ABERDEEN Steak Houses 
Group, the restaurants opera¬ 
tor, reported reduced pre-tax 
losses of £422,000 In the 1991 
year, compared with £337m. 
However the trading profit on 
continuing activities foil from 
£237m to £934JW0. 

Mr A Salih, chairman, said 
that against the background of 
the recession, the second-half 
had increased business, but not 
enough to make up for the 
heavy losses at the beginning 
of the year. 

Sales for continuing activi¬ 
ties were currently ahead of 
last year. 

Total turnover fell 17 per 
cent to £2&3m (£26m). The fig¬ 
ure of £14m (p,ZSm) far con¬ 
tinuing activities was 12 per 
cent down. 

Losses per share were 2L8p 
(233p). 

Stoddard Sekers 
advances 30% 

Stoddard Sekers achieved a 30 
per cent profits increase in 
what the company termed “a 
most testing period.*’ 

On sales up 7 per cent at 
£46. lm (£43m) the pre-tax fig¬ 
ure advanced from £251 m to 
£3 26m in the year to March 31. 

The company makes Wilton 
and Axminster carpets and fab¬ 


rics. Mr Hugh Tnnghlaud , the 
chairman, said the widely-pre¬ 
dicted rise in consumer confi¬ 
dence had foiled to materialise- 
Demand remained low and the 
current year had started disap¬ 
pointingly. 

The final dividend of L875p 
(135p) makes an increased, 
total of 2.625p (2.5p) payable 
from earnings per share of 33p 
<2$P). 

The year ended with share¬ 
holders' funds at £l9.4m 
(£l&5m) borrowings of £330,000 
(£590,000) and gearing at L7 per 
cent 

Electra Inv asset 
value declines 

Net asset value per share at 
Electra Investment Trust 
declined to 28534p at the end 
of the six months to March 31, 
against 30L53p at September 30 
29SL 

Net assets of £469m (E502m) 
Included interests in Electra 
Kingsway valued at £10ul 

The trust adopted a cautious 
stance and made few invest¬ 
ments during the first half. It 
has however raised the interim 
dividend to 33p (3J2p). Attrib¬ 
utable profit increased to 

£6-46m (£6.18m). 

Sonndtracs falls 
to £175,000 

Soundtracs, the USM-quoted 
professional audio equipment 
specialist, announced a £20,000 
drop in pre-tax profits to 
£175,000 in the six mouths to 


BOARD MEETINGS 


Tbs to Dowd ng companies lm ikmUInI dm 
al board mnaUn gi to the Slock &nfaanga. 
Such i n aodo B O ora uauaUjr held tor the pur- 
po*s of oomhtorlng OMdonds. OOclal tatea- 
dono ora not svdMNe aa » whether Bis 
dMoaadi am Interims or Bnals and the aub- 
dhbloiK shown bob* an based mainly on 
laat tar 1 ! bbnetableS- 

TOOAY 

Interims- Ban Bros. Bnuinr Uivestment 
Tiuk. Crantmok Saorandc 
nito do Ambortay Group, Aaoodotsd Energy, 
Sola Ha aoB fc aa. Jtasham maw, Syftw, 
Tax HoMfcwa. United toduttriae. VWaa . 


Baioom — 


USQOuani’ust— — 
Sadgwie fc Btoup —— 

Adam d'Horvwy 

AogUtUnKod- 

Amu...-- 

CoKmrtatan —--- 

Danse Invettitent Trust. 


April 30. 

Turnover advanced to £1.72m 
(£L57m) but the company said 
that the continuing recession 
and depressed sales in Japan 
and the US resulted in even 
mure competitive prices: 

The interim dividend is 
being held at 0.85p, payable 
from earnings of L17p (L29p) 
per share. 

Kenwood offering 
1.2 oversubscribed 

The public offering of shares in 
Kenwood, the kitchen appli¬ 
ances company which will 
begin trading on the market 
next week, was 13 subscribed 
when it closed on Wednesday. 

Applications up to 1,000 
shares will be satisfied in full, 
as will applications from 
employees. 

Applicants who asked for 
more than 1,000 shares, how¬ 
ever, will be scaled down to 
about 78.4 per cent of the 
amount they requested. 

Feedback tumbles 
£Q.37m into the red 

Feedback, the USM-quoted 
designer and maker of com¬ 
puter peripheral, technical edu¬ 
cation and electronic test 
equipment, fell £366300 into 
the red in the year to March 31, 
against profits of £57,500 previ¬ 
ously. 

Directors said that this first- 
ever loss reflected trading con¬ 
ditions and was in part due to 
the low turnover at Feedback 
Inc and the costs of integrating 
source computer systems into 
Feedback Data. 

There had been considerable 
reorganisation and rationalisa¬ 
tion throughout the group. 

On turnover down at £9.13m 
(£9.61m) there was an operat¬ 
ing loss of £275.100 (£328,600 
profit). Losses per share 
emerged at 337p (0.17p earn¬ 
ings) and there is no dividend. 



PAYMENT OF COKPOH NO. 108 


With reference to the Company’s interim report and dividend notice 
advertised in fee press on IBfe May 1992, fee following i n formation is 
published for the guidance of holders of share warrants to bearer. The 
dividend was declared in South African currency and m accordance wife 
the ctmditionB of payment of tola drvkteiil payment from the offices of fee 
Secretaries of fee Company m fee United Kingdom will be made In United 
Cmgrirffn currency at the telegraphic transfer rate of exchange between 
J ohannesb urg and london which ruled an 32nd June 1892. 

Payment wiD be made against coupon no. 108. on car alter 3rd July 1992 
in UX. currency at Barclays Bank PLC, Stock Excha nge Services 
Department. Ground Floor, 188 Fancfaurch Street, Icntlon EC3P 3HP, or 
in French currency at Greta Lyonnais, 19 Botdevaid das BbEceu. 750Q2 
Paris. 

Coupons must bo loft for at feast four days for examinat i o n and may be 
presented any weekday (Saturdays excepted) between fee bows of 10.00 

a m and 100 p.m. 

Republic of South Africa non-resident aharahojdgrs 1 tax wiD be 
deducted at fee rate of 15 per cool United Kin g d o m income tax will also 
be deducted from coupons presented far payment at the Stock Exchange 
Services Department of Barclays Bank PLC. unless coupons are 
accompanied by Inland R&v&nue non-xaaidanoe declaration tanas. Where 
stxii deducttcoa are made the oat amount of the dividend is as foOowa:- 

Souih African UX. Currency 

Currency equivalent 

per Stare-- Cents per Share- Fenoa 

Amount of dmdend dadarad 100.0 29.14168 

Less; South African non-residani 

shareholders'tax at 15% 15.0 X871Z3 


Leas; UJC Income Tax at 10% 


SECRETARIES OF THE COMPANY IN THE UNITED KINGDOM 
Vladnct Corporate Services Limited, 40 Hofoom Viaduct lxndon EC IP 1AJ 

SEtb June 1992 . 

NOTE: The Company has bean asked by fee Oe mnnsfB o nnnt of Inland 
Revenue to state: 

Under fee doable taxatxxt agreemeis between fee United Sngdom and fee 

Republic at South Atisx the South Atocan nco-rasideiB ■s ha rahoida r* ' lax 
app H q tji fe m the dividend is aDowabte as a credit agains t the Umlad 
Kingdom tax payable In nwped of the dividend. The de du c t i o n of tax at fee 
reduced rata of 10 % instead of at fee basic rate of 26% represents an 
allowance of cxedii at the rate of 1 6%. 
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South Wales 

ELECTRICITY 

Trydan De Cymru 


CUTTING COSTS TO 
CUSTOMERS 

# Pre-tax profit up by 28% from £56*5 million to £72.5 million, after 
£11.2 million restructuring costs. 

@ Group operating costs reduced by 6% in real terms. 

© Customers to benefit from new tariff reductions of up to 2% 
announced today. 

# Group restructured and delivering improved service to customers. 
v§* Substantial progress on new computer systems for customer service. 

# Retail operations disposed of. 

{§* New acquisition, BEI Lighting, performing well. 

Financial hi g hli g hts for the year to 31 March 1992 



1991 

1991 


Turnover 

£590-2m 

£567.2m 

+ 4.1% 

Profit before tax 

£7Z5m 

£565m* 

+ 28.3% 

Earnings per share 

503p 

40.0p* 

+ 25.7% 

Recommended dividend per share: 




Full year 

19.4p 

16.9 p* 

+ 14.8% 


*pro forma basis 


6 *Souih Wales Electricity made exceptional progress in its second 
year as a privatised company: In real terms. Group costs were 
down by 6% and costs in the Distribution business by 8%. 

The successful restructuring of the company is now delivering 
improved service to all our customers. 

Our tariff reductions, announced today will mean that this 

winter’s electricity prices will belower than last year’s for 40% 

or more of our customers? 9 

Wynford Evans, Chairman 


Copies of the 1991/1992 Report and Accounts mil be posted to shareholders in August. 
For a copy please write to The Company Secretary 
South Wales Electricity pic, St Mellons, Cardiff CF3 9XW. 


Preliminary Announcement 

of Results for the 

year ended 31 March 1992 



Yorkshire 
Wider pic 


\ 


”... satisfying our customers , 
our shareholders and our 
regulators" 

* Main, charges again held below permitted maximum 

* Record investment of £290m to improve services 
to customers 

* Efficiency initiatives continued 

* Profit before tax increased by 8.6% 

* Real dividend growth maintained 

Fined Dividend per Share 13.0p 


Summary of Preliminary Results 


1992 

1991 

Profic before tax 

£123-9m 

£ll4.1m 

Earnings per share 
Dividends 

57.6 p 

52.2 p 

'interim 

65 p 

5.9 p 

-final 

. 13.0 p 

11.8 p 


19.5 p 

17.7 p 

Regulated investment 

£290m 

£250m 


Copies of the Annual Repost and Accounts will be pasted to 
shareholders in early July. If you would like a copy please 
write to: The Company Secretary, Yorkshire Water plic, 
2 The Embankment, Sovereign Street, Leeds LSI 48G. 


tlimillllllllllillllllll 
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NORTHERN ROCK 

SSSBUUXNG SOdETYSSSS 
£100,000,000 
Floating Rate Notes 1994 

In accordance with the 
provisions of the Notes notice « 
hereby given that, for the two 
month period 24rh June, 1992 
to 24th August, 1992 the Notes 
will bear interest n the rare 
of lOVi* per cent per annum. 
Coupon No. 1 wiD therefore be 
payable on 24th August, 1992 ar 
£1,718.75 per coupon from 
Notes of £100,000 nominal and 
£171.88 per coupon from Notes 
of £10,000 nominal. 

S.G. Warburg 8c Co. Ltd. 

Agent Bank 

IlllllllllJIffUIfllllllll 


STATE BANE OF INDIA 
US.S100,000,000 
Floating Rate Notes due 1997 

For the six months. 24 June 1992 
to 24 December 1992 the Notes 
will bear interest at 5.25% p.a. 
with a Coupon amount of 
US$266.88 per US$10,000 
Note payable on 24 December 
1992. 

Agent Bank: 

Lloyds Bank Pic 


LWKSTORS 
< 'flRoXTCLF 
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On sale every 
Friday FI .50 
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COMPANY NEWS: UK 

Kalamazoo 
held back to 
£0.6m for 
eight months 


Halifax in search for 
new chief executive 


By David Barchart! 

HALIFAX, the largest UK 
building society with assets of 
£S8bn, has approached a firm 
of headhunters to help It select 
its next chief executive. 

Mr Jim Birre^L the present 
chief executive, retires in 
August nest year on his sixti¬ 
eth birthday. Though an inter¬ 
nal candidate has not been 
ruled out to succeed him, it is 
understood that Mr Jon 
Foulds, the Halifax chairman, 
believes that an outsider is 
needed to overhaul the society 


to Eace the challenges of the 
banking markets in the late 
1990s. . , 

The two strongest internal 
candi dates are Mr David Gil¬ 
christ, the group general man¬ 
ager, and Mr Mike Whltehouse, 
the operations director who is 
in charge of the day to day 
running of the buflding soci¬ 
ety’s core business. 

Mr Foulds is believed to be 
planning a much more radical 
shake-up of the society and the 
upper echelons of Its manage¬ 
ment 

He is thought to favour a 


banker or an . industrialist 
as the next head of the 
society. 

His moves have revived spec¬ 
ulation that may be 

reviewing a board decision in 
June 1988 to remain mutually 
owned not to follow Abbey 
National with a stock market 
Dotation. 

At the time, most of Hali¬ 
fax's senior management were 
believed to favour the flota¬ 
tion, hut were overruled when 
a majority of the directors 
voted against it 

See Observer 


Difficult trading keeps Brown & 
Tawse loss little changed at £lm 


By Angus Foster 

BROWN & Tawse, the steel 
and pipes distributor, yester¬ 
day announced a second suc¬ 
cessive year of losses and cut 
dividends. 

The company reported pre¬ 
tax losses of £975,000 in the 
year to March $1, a slight 
improvement from losses of 
£L17m a year ago. 

But operating profits fell 
from £4.13m to £L36m and Mr 
Gil Black, chairman, said trad¬ 
ing remains difficult. 

The proposed final dividend 
is being cut to L85p GL85p) to 
make a total of 4.7p (5.7p). The 
shares fell 5p to sip. 

Turnover fell to £139.4m 
(£ 166 . 1 m) as the company’s 
main construction and indus¬ 
trial markets were affected by 
recession. 

This followed a decline at the 
interim stage when turnover 
fell to £7&3m CESOAn) and a 
loss of £181900 was announced 


Prospect 
makes £10m 
purchase 

PROSPECT INDUSTRIES, the 
specialist engineer is paying 
£10.1m for Davenport.Holdhigs, 
which builds water cooling 
towers. Hull-based Prospect 
also reported pre-tax losses of 
£737,000 for the six months to 
March 31, compared with prof¬ 
its of £ 112 J) 00 . 

Davenport, which is Pros¬ 
pect’s fourth acquisition in the 
past year, had pre-tax profits of 
£L9m on turnover of £llm in 
1991. Net assets at March 31 
were £4Jm including net cash 
of £23m. 

The consideration, being 
paid in three parts, will he sat¬ 
isfied by shares or a combina¬ 
tion of shares and loan notes at 
the option of Prospect 

Prospect blamed its fell into 
losses on the seasonality of its 
Dunn purchase which was 
included In the interim results 
for the first time. However 
every subsidiary, apart from 
Airmatic, the smallest com¬ 
pany in the group, showed 
improved results. 

Group turnover for the six 
months was £Z4.7m <£5m). 
Losses per share were 0.47p 
(O.llp earnings). The interim 
dividend has been increased to 
0.25p (0.lp) reflecting directors 
expectations. 

Scantronic Holdings 
reduced to £2.54m 

Scantronic Holdings, the 
alarms and signalling equip¬ 
ment group, announced lower 
pre-tax profits of £2.54m for the 
year to March 31. Last time 
they were £ 3 . 22 m. 

Turnover was £36.1m, 


(£2.17m profit). 

Losses from bad debts 
increased to £1.2m (£730,000). 
There were exceptional losses 
of £184,000 from rationalisa¬ 
tions, net of a £614,000 excep¬ 
tional gam on a pension cost 
adjustments. 

Brown & Tawse Plant, a dis¬ 
tributor of rock breakers, is 
being closed, leading to excep¬ 
tional provisions of E42SJW0. 

The company further 
reduced employees from 1,423 
to 1*295. Stocks fell by £6m to 
tw s m while net borrowings 
fen to £ 16 Am (£193m), taking 
gearing down to 35 per cent (42 
per cent). 

Mr Black announced the 
appointment of Richard Wilson 
as chief executive, following 
the resignation of Mr Keith 
Rae last year. Mr Wilson, 
chairman, GKN Building Ser¬ 
vices Division, joins Brown & 
Tawse in October. 

The loss per share deterio¬ 
rated to 2.7p (0.7p). There was 


a retained loss of £2J39m 
(£2A8m). 

• COMMENT 

&fr Wilson’s departure from 
GKN to join Brown & Tawse 
would appear brave. He Is join¬ 
ing a company which despite 
two years of thorough cost cut¬ 
ting has felled to make a profit 
after interest costs since 1990. 
Although many of the woes 
can be blamed on recession, 
the company's heavy exposure 
to construction suggests recov¬ 
ery is for from imminent 

With most of the obvious 
costs taken out, Mr Wilson wifi 
presumably he looking a little 
deeper, perhaps to find a 
cheaper way to run the compa¬ 
ny's distribution network and 
reduce operating costs. 

Forecasts for tills year sug¬ 
gest another small loss or per¬ 
haps break even. The dividend 
yield is now dose to 10 per 
cent, suggesting another cat 
cannot be ruled out 


NEWS DIGEST 


against £4i9m, but the result 
last time included £6m of turn¬ 
over from Alarm Parts, since 
sold. 

Mr Christopher Brookes, the 
chairman, said that minimum 
growth in overall demand had 
been experienced but Scan¬ 
tronic had benefited from 
increased market share. The 
north American activities had 
been helped by the completion 
of a rationalisation pro¬ 
gramme. 

For the current year, he said 
trading profits had been strong 
In the first quarter and that 
the full-year performance 
should be enhanced by the con¬ 
tribution of recently-released 
products, including those from 
the new Arrowhead sensor 
division. 

Operating profits fell from 
£3.74m - which Included 
£317,000 from Alarm Farts - to 
S2J96m. The pre-tax figure was 
after a fell In interest charged 
to £422,000 (£L79m). 

The directors are recom¬ 
mending an unchanged final 
dividend of 2.185p, which holds 
the total at 2^75. Earnings per 
share fell to 2.18p (&83p). 

There was an extraordinary 
credit of £L03m (£2.45m). 

Greenwich Res 
£558,000 in loss 

Greenwich Resources, the UK 
gold mining company, reported 
a pre-tax loss of £558,000 for the 
six months to end-March 
against a restated loss of 
£39,000 In the comparable 
period. 

Of the loss £380,000 related to 
exceptional costs arising from 
the restructuring of United 
Goldfields Corporation, redun¬ 
dancy costs and provisions. 

Operating income, which 
comprises the net Income due 
to the group from the Padding¬ 
ton Mine in Australia and the 


pilot processing plant in Vene¬ 
zuela, fell from £182,000 to 
£74,000. The operating loss 
grew to £577,000 (£105,000). 

Net interest receivable 
declined from £66,000 to £19,000 
and after tax of £ 81,000 
(£152,000) losses per share were 
09p «13p). 

Greenwich reported pre-tax 
profits of £108,000 from operat¬ 
ing income of £S81^Mib for the 
yew to "September 199L 

Booker sells 
Whitworth’s arm 

Booker, the food distribution, 
agribusiness and prepared 
foods group, has sold its Whi¬ 
tworth’s Produce group of com¬ 
panies to its management for 
film. 

The transaction has been 
underwritten by Si, the invest¬ 
ment capital group, and the 
senior debt has been arranged 
by Midland Bank. 

The businesses concerned 
consist of four potato and vege¬ 
table pre-pacldng and process¬ 
ing businesses employing 500 
staff at 10 sites in the UK and 
overseas. 

Chiltem Radio in red 
to tune of £179,000 

Chiltem Radio yesterday 
reported a reduced pre-tax loss 
of £179,000, bearing out its 
warning that it would be 
unable to. break even in Its sea¬ 
sonally difficult first half. 

The deficit in the comparable 
period was £234,000, hut for the 
whole of 1990-91 the result was 
a profit of £114,000, 

Sales in the first half to 
March 31 rose to £2.55m 
(£1.73m), hut the comparable 
figure included only three 
months contribution from new¬ 
ly-acquired stations Galaxy 
Radio and Severn Sound. 


By Paul Cheesertflht, 

Midlands Correspondent 

DISPOSAL of loss-making 
subsidiaries and overcapacity 
in the printing sector held 
bade the profits of Kalamazoo, 
the computer services and 
printed systems group- 

Pre-tax surplus for the eight 
months ended March were 
£611,000 against £ 3 . 66 m in its 
last foil year, to July 

.1391, or £2.3m for the eight 
pmwttg to March 1991. 

Kalamazoo is changing its 
financial year end to March. It 
last reported in March on the 
six months to last January and 
the updating of the accounts 
by two months reflects little 
difference in Us trading posi¬ 
tion. 

The computer services busi¬ 
ness, which accounts for 68 
per cent of group business, 
continued to grow with a 
seven per cent Increase In rev¬ 
enue from one 8-month period 
to the next. 

Bat the printed systems 
business saw most of its prof¬ 
its wiped out by the recession, 
manifest In the over-capacity 
of the printing Industry and a 
decline In repeat orders. 

The sale of US and New Zea¬ 
land subsidiaries took £U2m 
out of operating profits. 

“The group has negligible 
gearing and although there 
will be restructuring costs as 
we reposition, our printed 
systems business, we are confi¬ 
dent of profit growth In the 
Miming year,” said Mr Peter 
Harrop, the chairman. 

Earnings per share for the 
eight months to last March 
were n£L 

The final dividend is 0.875p 
a share, making a total for the 
eight months of 1.4p. Pay¬ 
ments for 1990/1991 were 2p. 


Losses per share declined to 
L9p <23p). 

The company has focused its 
efforts on attracting advertis¬ 
ing from smaller companies 
and has seen evidence of an 
improvement in sales. It will 
also continue its efforts to gain 
another licence. 

The directors have decided 
that it would not he prudent to 
pay ah interim dividend. 

Hardys & Hansons 
declines 8% 

Hardys & Hansons, the Not¬ 
tingham-based brewer, 
reported an 8 per cent fell in 
pre-tax profits from £3.45m to 
£3.16m in the 26 weeks to April 
3. 

The result was after a halv¬ 
ing of dividend income and net 
interest receivable to £488,000 
(£974,000). 

Turnover Improved to £R3m 
(£l3.4m). Directors said that on 
a like-for-iike basis, excluding 
recently-purchased public 
houses, sales had been down in 
line with the market, but the 
additional pubs had helped to 
Increase trading profits by 8 
per cent 

Although earnings per share 
declined to 8.479p (9.l83p) the 
Interim dividend is stepped up 
from 2£8p to 23p. 

Gartmore Value 
asset value falls 

Gartmore Value Investments 
had a net asset value of 27.4p 
at April 30 against 35.5p a year 
earlier. At June 24 the value 
was 2L4p. 

Pre-tax profits for the year 
were unchanged at £23m. 

Earnings per share emerged 
at 3Blp (4.18p) and the fourth 
interim dividend, already 
declared, is held at 1.5p for a 
total of 4-275p (43p). 


Correction to the notice- 

PUBLISHED ON FRIDAY 19106/92 
SEOUL TRUST 

International Depositary Receipts 
evidencing Beneficial certificates representing 1,000 Units 
(and 100 Units) 

Notice is hereby given to the IDR-holders that the 
reinvestment shall be made on August 28, and not 
August 23 as previously announced. 

Depositary : Morgan Guaranty Trust Company of New York 
35 Avenue Dcs Arts, 1040 Brussels 
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FUTURES A 

OPTIONS 
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eewtimkHmu 


Ofl TELEPHONE: 071 820 OT&MBO 


BERKELEY FUTURES LTD. 


15 PARK ROAD, 
LONDOfl-NWt 6XN 
OR TEL: C. DE ROE PER 
ON 071-224 8409 


ARROW VENTURES N.V. 

NOTICE OF REPURCHASE OF SHARES 

On beb*lf of the Board of Supervisor Datounof Arrow Vearam N.V. pho 
to provide you wirh mxkx: oT in offer by tha Company to 

up to 1,845,019 Compear** A994484 oumuRfing xbaxra of one U.S. 

cast per value each ((bet "offa’*) at the May 31, 1992 Net Am Vitae per Sbm of 
J13JS (tho -PtodiMM, Price"). IT * 1 *mi 1^45j019 oftbc Conaway» tbna «re validly 
tcadovd, iho Mai cedi paid by ihe Company Sot *3 rite Rposcbaecd jbano vdU be 
SSSfiOOSm. Hie oflfcrfi opes lo ell botdmref rime* of lfeaOi)aifraiyiegitterodiatlio 
R*gitf«r of Shrabaidea of tbo Company tt 12 noon oo Jooe 26,1992 Che 'Record 
DwT. 

tt you drain to accrpt tU> offea. yon should lodge wiib Caribbean Management 
Compeer XV.itWmB. Gorainweg 6. P.a Box SSS9. WUtemeted, (Wo. 
ltohedeod. Araffla^ .ham emffiraue nparaenifav yonrrim* ot ih* Coo«>my and 
poo should indicate the number of dhxne tendered by you Car toptudmo by the 
Computr. Said shamcratificAMiaMt be ibb£ibI bp Caribbean ea erjMfixa I2ooaa 
(knl temp at Job-29,1992. tf mam ^ UHSjOI9 rimra am **£dir icodond by fe 
Venture* N.V. 4uH m wmdw a o LS45J019 eupmen brats 
*«««■» amriamerabmwlM^ If 

abarra am vaiffiy tmdomri hr afa—yeteridqoi Araow Vcmm 

The npurebrae price'payable far the Comoamrm mapaa rf — 1 -—1 -«- 

win bepa&f by ebedt Ann oa ibe Company end made payable lo ywi or jonr order 

i 

AoffHtti. 1992. wife ibe 
Yon should 

moping tUseOBr mderthe ndevamUwa oDfae 
tadoding the lax oonugaeocra and 
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£ ^ 5 m J )utch Frankfurt headquarters 


oil refinery 
development 

AMEC ENGINEERING has 
been awarded a major Euro¬ 
pean refinery project valued at 
over £65m by Nerefco, a joint 
venture between BP and Tex¬ 
aco. • 

The contract, involving engi¬ 
neering, procurement and con¬ 
struction management, is at 
Nere&q’s Europoort refinery in 
the Netherlands. ' 

Work will involve a major 
revamp of the fhudised cata¬ 
lytic cracking unit (FOOT), a 
new MTBE plant (unleaded 
petrol) with an output of 65,000 
metric tonnes per annum and 
reinstnraentation of the crack¬ 
ing complex by installation of 
a distributed control system. 

AMEC Engineering will «i«n 
be responsible for undertaking 
the maintenan ce Hhntitn wn of 
the PCCU, which is planned for 
the last quarter of 1933. 

All engineering and procure¬ 
ment activities will be exe¬ 
cuted from Amec Engineer¬ 
ing's London office with 
support for key site activities 
from AMEC Engineering BV*s 
offices in Schiedam, dose to 
Rotterdam. . 

The project is of strategic 
importance to Nerefco in 
upgrading its Europoort facil¬ 
ity. it follows on from front 
end engineering design previ¬ 
ously undertaken by AMEC 
Engineering at Europoort and 
a number of other FCCU 
revamp projects handled by 
the company over the last four 
years. 

AMEC Engineering and 
AM SC Engineering BV ate 
‘ both members of the process 
and energy business sector of 
AMEC, the international engi¬ 
neering,- construction and 
development gro u p. - 

Materials 

handling 

system 

ACCO SYSTEMS, part of the 
materials handling group of 
FKI baa won a power-and-free 
conveyor contract worth in. 
excess of US$l2m (£6.59m) from 
one of the largest North Ameri¬ 
can automotive manufacturers 
for a paint shop system which 
will Incorporate over three 
miles of conveyor, advanced 
electronic controls and dozens 
of specialised robotic devices. 


BO VIS, the wholly-owned 
German subsidiary of Bovis 
International, in joint venture 
wfth Lahmeyer International, 
has been awarded a project 
management contract for the 
construction of the new Com¬ 
merzbank Tower (pictured 
right) which will be located in 
Frankfurt's fiiMnety ] | district. 

The 54-storey Commerzbank 
Tower, providing 47,000 sq 
metres of office space, will be 
the headquarters of one of Ger¬ 
many's leading banks and a 
landmark on the skyline of 
Frankfurt. 

Bovis management systems 
and hands-on high rise exper¬ 
tise wifi, lead the construction 
of the structure, designed by 
Sir Norman Foster. The facade 
design will incorporate large 
apertures every three floors, 
occuring on alternate eleva¬ 
tions proceeding up the build¬ 
ing. 

They will serve as open air 
gardens and the. project is 
already known locally as “The 
Gardens in the Sky". Precon¬ 
struction work on the US$360m 
(£194.6m) project has now 
begun with completion sched¬ 
uled for late 1996. 



Mobile telephone 
systems for Brazil 


LM ERICSSON was awarded 
its first two contracts for cellu¬ 
lar mobile telephone systems 
in Brazil in the beginning of 
May. 

The total value for the two 
contracts is over VSS20m 
(£10,69m). - 

The first contract is for a 
complete network for 4,000 sub¬ 
scribers in Porto Alegre in the 


state of Rio do SuL It 

will be operational in Decem¬ 
ber. 

The second contract is for a 
cellular network for 3,500 sub¬ 
scribers in T-nndfjiia. the state 
of Parana, to be put in opera¬ 
tion in November. 

These are cellular systems 
based on the American analog 
standard AMPS. 


Dairy foods production 
company for Shanghai 


THE BAST ASIATIC COM 
PANT, the Danish industrialis¬ 
ation fond for developing coun¬ 
tries, and Shanghai's JON AN 
DAIRY, have signed an agree¬ 
ment to set up a dairy foods 
production company in Shang¬ 


hai on a joint venture basis, 
writes Hilary Barnes. 

The plant will produce 7,000 
tonnes of children’s products a 
year, starting in 1994, and the 
investment will cost DKrl40m 
(£12£m). 


Copper refinery in Utah 


Storing oil products in Zimbabwe 


KVAERNKR ENERGY, part of 
Norway's Kvaerzter group, has 
won a contract worth about 
NKiSOm (£8m) for electro-me¬ 
chanical work on a new rode 
cavern store for oil products in 
Zimbabwe. 

The order has been placed by 
Swedish construction contrac¬ 
tor fifcaivgfca International Civil 
Engineering, which bas a turn¬ 


key contract to build the stor¬ 
age facility. 

Kvaemer Energy will pri¬ 
marily be involved in design 
and procurement at its Oslo 
headquarters, pins installation 
of piping, pumps, electrical 
equipment and instrumenta¬ 
tion on site in Zimbabwe. 

The oil storage fecihty will 
be blasted out of the rock out¬ 


side Harare to provide an 
emergency reserve of petrol 
diesel and aviation fueL Kvaer- 
ner Energy’s contract extends 
over a three-year period with 
installation due to begin in 
Zimbabwe during the first half 
of 1993. The store Is due to be 
completed and delivered to the 
National Oil Company of Zim¬ 
babwe (Noczlm) in 1994. 


RTZ’s wholly-owned sobs 
ldiary, Kennecott Corporation, 
bas awarded contracts fear engi¬ 
neering and construction man¬ 
agement of its new US$880m 
(£480m) smelter and refinery 
modernisation to FLUOR DAN¬ 
IEL of Irvine, Cahforoia, DAVY 
McKEE CORPORATION of San 
Francisco, California, and 
BECHTEL CORPORATION, 
also of San Francisco, Calif¬ 
ornia. 


venture partner Davy McKee, 
was awarded the rn g ineerhi g 

and construction management 
contract for the new Kennecott 
smelter. 

The facility win be built just 
east Of the existing smelter 
near Salt Lake City, Utah, US. 

Kennecott currently exports 
40 per cent of its copper con¬ 
centrate. The new smelter will 
allow the company to process 
all of its concentrates at the 


Fluor Daniel, with its joint Utah facility. 

Seoul City subway plan 


Greater Cairo wastewater scheme 


An important operations and 
maintenance contract for the 
world’s largest urban sewerage 
scheme, the Greater Cairo was¬ 
tewater scheme, has been won 
by BIWATER and its Egyptian 
joint venture partner. 

The £3.7m contract has been 
awarded to the joint venture 
between Biwater, a supplier 
and operator in the interna¬ 
tional water industry, and an 
Egyptian engineering com¬ 
pany. ENGINEERING CON¬ 
SULTANTS GROUP. 

Biwater Operations (BOL), 
based at Dorking, Surrey, will 
be responsible for the three 
wastewater pumping stations 


serving the massive scheme. 
These stations - Ameria, Kos- 
S0U8 and ifhalag ■ are designed 
to transfer about 30 cu metres 
per second from the city to the 
treatment plants situated 
north of Cairo, towards the 
Mediterranean: 

The contract is for two years 
and will involve BOL in the 
full operations and mainte¬ 
nance of tiie pumping stations, 
while at the same time trans¬ 
ferring operating technology to 
local operators so that progres¬ 
sively they take over running 
the plant by 1994. 

The Greater Cairo wastewa¬ 
ter scheme is a £2JW0m project 


and is designed to clean up 
wastewater from the Egyptian 
capital, the world’s fourth larg¬ 
est city and one of the most 
densely populated. 

Its wastewater system has 
been unable to cope with the 
pressure from Cairo's growing 
population and it bas regularly 
overflowed threatening the 
population with waterborne 
epidemics. 

The first phase of the Cairo 
arhoni e was opened earlier this 
year after seven years of con¬ 
struction by British, American 
and Egyptian engineers. Brit¬ 
ish government aid has helped 
fund some of the project 


ABB TRACTION of Sweden 
has received an order for the 
delivery of the AC propulsion 
systems for 366 cars for a new 
subway line, Seoul City Line s, 
being built by the Seoul Metro¬ 
politan Government, MG. The 
order is valued at approxi¬ 
mately SKr7D0m (£6R3m). 

ABB also has an option on 
the supply of propulsion 


systems for a further 200300 
cars. 

ABB Traction is acting as 
subcontractor to the South 
Korean company Hyundai Pre¬ 
cision A Industries, the prime 
contractor. The delivery time 
for the first propulsion systems 
wifi be extremely short, only 14 
months after the slgnipg of thp 
contract 


Retailing project in Spain 


AYALA ABBOTT A BUTTERS, 
Taylor Woodrow’s Suffolk- 
based specialist interior con¬ 
tractors, has been awarded a 
Elm contract to marble a large 
retail centre attached to the 
Olympic Hotel in Barcelona 
The 10-week contract calls 
for Ayala Abbott A Butters to 
marble 3,500 sq metres of the 
Sogo department store, includ¬ 


ing a classical sweeping stair¬ 
case, four circular columns 
(each 7 metres high, L3 metres 
in diameter and weighing 7.5 
tonnes), an the shop fronts, 
patterned floors and dropped 
beams. 

It was .awarded by Circle 
Industries on behalf of Sogo 
and Travelstead, its US part¬ 
ner. 
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ROTHSCHILDS INTERNATIONAL MONEY FUNDS 



Investing in currency 
— worldwide 


With assets of oyer USS1 biifion it is no surprise tfiat 
corporate and private investors are showing a.lotof 
interest in our International Money Funds. 

As world leaders in the management of international 
currency funds, Rothschilds offer you the opportunity 
to earn wholesale interest rates on sterling 
and seventeen other currencies. 

There is no minimum investment and funds can be 
withdrawn at short notice. 

Either call us on+44481713713 or fifi in the form for 
further details and an application form. 



ROTHSCHILD ASSET MANAGEMENT 

TkeRodadiildMoney FuKdtaitGacnatf Al Mtih or it rdand UK Rtcogr di td 
Collective Irtvettmttm Schema. 

Tftf mom on aU cant mda and the wAte of your btoatmctu um fluctuate In fine 
interest end e x cha n ge r u es. 



James Capd & Co. Limited 

James Capri's Investment Management Division is- 
pleased to announce its a g r eem ent to provide 
investment services to clients of Motta & Co., Milan. 


James Capd & Co. Limited 
James Capd Home 
6 Bevis Maries 
London 
EC3A7JQ 


jaw Capd Sc Co. timitrd a a 
thr Loodoa Stock 


Motta & Co. 
Via Bigji. 7 
20121 
Milano 
Italy 


of SPA and 




The 


TREUHANDANSTALT 

Berlin 

has sold it* entire shareholding in • 

KABELWERK OBERSPREE GmbH, Benin 
KABEL WER K KOPENICK GmbH, Berlin 
KABELWERK SCHONOW GmbH, Schdoow 
ASLID KABELWERKE GmbH.Bedm 

to 

BICC HOLDINGS GmbH 

a 100% subsidiary of 

BICC pic 

London. 


The undersigned acted as financial advisor to the 
Treabandonslalt in this transaction. 


(4S1BAYERISCHE 
®VEREINSBANK 
Mergers & Acquisitions 


TEXTILGRUPPE HOF 

Hof/Saale 


has acquired the entire share cqntal in 

PIRAIKI PATRAHa TEXTIL GmbH 

from 

PIRAIKI PATRAIKI COTTON 
MANUFACTURING Co, Inc. 

Athen 

a holding company of 

PIRAIKI PATRAIKI VAN DELDEN 
TEXTIL AG. 


The undersigned acted as financial advisor to the 
TextUgmppe Hof in this transaction. 


f^BAYERISCHE 

HOVEREENSBANK 

Mergers & Acquisitions 


The Administrators of 

ROBERT MAXWELL Holdings Ltd. 

London 

have sold the share capital of 

MAXWELL SZINES NYOMDA KFTand 
MAGYAR HIRLAP RT 

Budapest 


to 


GROPPERA RADIO AG 

a subsidiary of 

JURG MARQUARD HOLDING AG 

Zug. 


The undersigned acted as financial advisor to die 
Administrators of die Maxwell-Group in this transaction. 


GftlBAYERISCHE 
® VEREINSBANK 

Mergers St Acquisitions 


The Admimstraims of 

ROBERT MAXWELL Group pic 

London 

have sold 50% of their share capital of 

BERLINER VERLAGS-Gruppe 

Beilin 


to 


GRUNER + JAHR AG & Co. 

Hamburg. 


The undersigned acted as financial advisor to the 
Administrators of the Maxwell-Group in this transaction. 


BAYERISCHE 
VEREINSRANK 
Mergers & Acquisitions 




■ 


■ 

■ 

The 

. 

TREUHANDANSTALT 

Berlin 

' 

has sold its entire shareholding in 

REISS ZEICHENTECHNEK GmbH i. G. 

Bad Liebenwerda 

to the .Hareholder of 


KARL JOH Gammiwarenfabrik GmbH ■ 

Ge Inhausen 

has a new majority shareholder. 


The Administrators of 

ROBERT MAXWELL Group pic 

London 

have sold the entire assets and EabiEties of 

RUSHWARE MICROHANDELS GmbH 

Kaarst 

to a group of investors 
including the management and the - 


The 

TREUHANDANSTALT 

Berlin 

has sold its entire shareholding in 

YOGTLANDISGHES KABELWERK 

GmbH 

Planen 

to the shareholder of 

WICHMANN KG 

Berlin. 




THOMAS J.C. MATZEN GmbH 

Hamburg. 


XAVER BECHTHOLD GmbH 

RottweU-BQhftogen. 

The undersigned acred as financial advisor to the 
Treuhandanstalt in this transaction. 


The undersigned acted as financial advisor to 

Kart Joh GmbH in this transaction. 


The undersigned acted as financial advisor to the 
■Adaunktntozs of the Maxwell-Group in this transaction. 


The undersigned acted as financial advisor to the 
Treobandansiali in this transaction. 

[^BAYERISCHE 
@ VEREINSBANK 

Mergers & Acquisitions 


m BAYERISCHE 

W VF.RFJNSPANK 


S3 BAYERISCHE 

I® VEREINSRANK 

* 

ra BAYERISCHE 
m VEREINSBANK ! 


- Mergers St Acquisitions 


Mergers & Acquisitions 


Mergers & Acquisitions : 
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RECRUITMENT 


JOBS: Top managers’ concern to surround themselves with dependable satellites can come in handy 


T HE maza-board director 
interviewing you for the 
key job in his domain looks 
at his watch. Although you feel 
you have put yourself across 
adequately, you clearly haven't 
scored a triumph. Moreover the 
big-company post is so att rac tive 
that, being a touch surprised to 
have got on the short-list, you are 
sure there’ll be other contenders 
whose qualifications are stronger. 

Now, with the director about 
to close the proceedings, it is 
make-or-break. You have time to 
speak only one more sentence. 
What is it to be? 

Well, the strict truth is that if 
the Jobs column really knew the 
answer, it would be too rich to 
bother raising the question. But 
there is one formula which I 
suspect might well turn the trick 
in the circumstances outlined. It 
is to say matter-of-factly during 
the parting handshake: “By the 
way, Td like you to know that if 
I'm appointed, my first loyalty 
will always be to you personally." 

The suggested ploy originates 
with Professor Jeffrey Ffeffer, of 
Stanford Business School in the 
US, whose book Managing with 
Power* was discussed in this 


The 



price set on personal loyalty 


k *Harvard Business School Press, 

‘ (ISBN 0S7584-314-X) $24.95. 


corner of the FT nine weeks ago. 
As I said then, it is the best guide 
to organisational politicking that 
luck bas yet brought me. 

Among the many aspects of 
the craft the author covers is the 
politics of recruiting. And one of 
the points he makes about that 
particular branch is: Although we 
often like to think of the hiring 
and promotion process as based 
p rimarily on merit, ambitious 
managers understand quite well 
the necessity of ensuring that the 
organisation is liberally salted 
with people obliged to them.” 

Indeed, recognition of that 
necessity was apparently a key 
principle behind the post-war rise 
of the finance division of General 
Motors to rule over the whole 
organisation. Called the principle 
of promotion of the unobvious 
choice . it entailed “promoting 
someone who was not yet 
regarded as a contender for file 
post Doing so not only puts ‘your 
man’ in position, but it earns for 
you his undying loyalty because 
he owes Ids cororate life to you.” 

True, as the professor says, 
such blatantly political devices 


are rarely acknowledged openly. 
Nevertheless the advantage of 
being surrounded by personally 
loyal satellites is no doubt prized 
by many if not most high-ranked 
managers, in big outfits at least 
So despite having not myself 
tested the interview-ending 
formula (I’ve stumbled across it 
too late in life to do so), my guess 
is that it might come in handy for 
job-seekers in the sort of make-or- 
break position described. If any of 
them cares to try it HI be eager 
to learn of the result 


N OW, while we’re discussing 
the ambitions of high-flying 
managers, to the table below 
which sheds light on which of the 
so-called functions. of business 
carries most kudos in different 
countries. The figures are drawn 
from the latest cross-Europe 
survey by the Wyatt management 
consultancy's branch in Brussels. 

For each of the 10 countries 
covered, the table ranks the 
directors in charge of the various 
functional departments by the 
money value that companies 


evidently put on them. The basis 
of the ranking is the gross pay 
received in cash-salary plus 
bonuses and so on-of a typical 
chief executive, which is 
indicated at the top in italics. The 
gross cash pay of the different 
directors is then shown as a 
percentage of the relevant chief 
executive’s figure. 

As may be seen, there seem to 
be considerable variances from 
land to iar»H in the differential 
chiefs enjoy over the generality 
of the managers one notch below. 


Switzerland apparently puts the 
highest value on departmental 
directors as a whole, and France 
the lowest-in line with other 
evidence that, despite its famous 
revolution, the democratic spirit 
is less potent there than in most 
other western countries. 

Where the separate functions 
are concerned, the French are 
like the British and Irish in 
giving pride .of place to the heads 
of finance. But the production 
director comes top in four cases 
- Switzerland, Germany, the 


HOW DEPARTMENTAL DIRECTORS’ PECKING-ORDERS DIFFER BETWEEN COUNTRIES 



United 


' Switzer- 




Nafter- 






I 

Kingdom 

land 

Germany 

Italy 

Franca 

lands 

Belgium 

Sweden 

Spain 

Ireland 

Typical gross pay of cmsm 

1 chlal executives £BW 0 

% 

£709,504 

% 

£778,830 

% 

Et04fl98 

% 

£703,603 

% 

£83,224 

% 

£87,413 

% 

£84,046 

% 

£94,000 

% 

£64,766 

% 

Departmental 

Finance 

72 

Pdcn 88 

Pdcn 74 

Rach 72 

Fin 62 

Pdcn 76 

Pdcn 72 

Mats 72 

D-P 75 

Fbi 

75 

directors 

Research 

69 

Eng 83 

ftedi 71 

Rn 71 

Sates 61 

Rn 71 

Rn 71 

Pdcn 72 

Fin 74 

Sale* 74 

ranked by 

Sales 

68 

Rn 82 

Sates 70 

Pdcn n 

Eng 58 

Sates 65 

Pars to 

Fin 71 

Pdcn 72 

Pdcn 

72 

their typical 

Production 

67 

Mats 74 

Eng 66 

Eng 67 

Reck 58 

Rsch 84 

D-P 67 

Pent 65 

Per* 71 

MMg 

71 

pay as a 

Marketing 

65 

Sales 74 

Fin 61 

Sates 67 

Pdcn 57 

Eng 62 

Eng 67 

Rsch 85 

Mktg 70 

Hats 

70 

percentage 

D-P 

63 

Hscft 73 

Mate 60 

Pars GS 

Pen 58 

- Mktg 60 

Mats 66 

Sales to 

Sales 69 

Pars 

70 

of chief 

Engineering 

62 

IW» 70 

D-P SS 

MMg 68 

Mkig SS 

D-P 58 

Mktg 65 

Mktg 63 

Hate 65 

Eng 

67 

executives’ 

Materials 

62 

Mktg 65 

Pen 59 

Mats 57 

Mats to 

Mats 57 

Sates 64 

Eng 61 

Eng 63 

— 

— 

typical pay 

Personnel 

57 

Para 64 

MUg 58 

D-P 55 

D-P AS 

Pen 65 

Rscb S3 

D-P S3 

Rscb S3 

— 

— 

I Source: Top Management Remuneration. Wyatt. 273 Avenue da Tervuren {Box 4), Brussels 1150. Belgium; tel (02) 771 89 10, fax (02) 762 37 43. £510. { 


Netherlands and Belgium. Italy 
prefers the director of research 
Snd development. Spam the date- 
processing chief, and Sweden the 
director of materials. 

F INALLY, to the job of spear¬ 
heading an intern ationa l 
snirits-distlUer’s business growth 
in the former Soviet Union. The 
post is offered through head¬ 
hunter Alan Bundle (Rundle 
Brownsword, 17 London End, 
Beaconsfield, Buckinghamshire 
HP9 2HN; tel 0494 676264, fax 0494 
670283) who may not name the 
employer. He therefore promises 
to abide by applicant's requests 
not to be named to his client at 
this stage. 

While already exporting 
brands to the Commonwealth of 
Independent States, the company 
wants a country manager to run 
its business there and greatly 
increase market share. 

Candidates need success m 
managing overseas consumer- 
brands marketing operations for 
well known companies. Russian 
speakers preferred. Base probably 
Moscow. . ., 

Salary negotiable around the 
UK equivalent of £46,000, plus 
generous expatriate perks. 

Michael Dixon 
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Executive - Merchant Banking 
c £33j000 + benefits 

Wc have raMadM£t from aoamber of major arcrchaoc banks to 
recruit at Executive level. They are looking for quality 
cxo rl i rtaer iq join their expa n din g In v t J Sn m Banking team*, 
specifically within Capital Marten and Project/Structured 




\ i • '•> 


To be considered, you must be able to demonstrate the 
following a ttrib u tes: 

* A qaamurwe degree -maunum 2:1. 

* Be aged 2(1-27. 

* I-3 years rrkvam experience from a Top Tier Bask. 

* TbcabiBiy to maxed within aa intensively competitive mods*. 
These are the quaSrirs necessary to forge a «c««thi ca reer 
width) hnenmaf Baidoog. 


Mergers and Acquisitions 
To £32,000 + benefits 

How badly do you want to succeed? A unique opportu n ity 
has arisen far a Uvdy cuncp ra j c u ritl Jadtvidui to joui dot 
highly successful M&A team within a protigioas US Bank. 
The succes sf u l incumber*, wffl enjoy a Irate on rate" with 
exposure lo mainstream MftA tra nsa ct i ons where they can 
demonstrate their obvious commercial awareness and 
t en a ci ou s pcraoaa&y. 

Aged 25-29 you should possess stunning and be 

ACA q ualif ie d with op to 18 months pqe Ideally within the 
coqx r ce finance division- i» ^ 

dnnont&sie specific corporate finance transaction eapoatue 
will be equally well regarded. Fluency in one or more 
European lang u a g e s would be advantageous. 


Please contact Zot Ide and David Williams on (071) 
583 0073 (day) or (071) 582 1472 (evenings and 
weekends) or send your C.V. In complete confidence 
tm 16 -18 New Bridge Street, London EC4V <AU. Or 
ftuc (071)353 3908 


BADENOCH S. CLARK 

recruitment specialists 


Senior 

Foreign Exchange Dealer 


Scotland 

The Royal Bank of Scotland is one of the UK's leading financial services 
groups and Scotland's largest clearing bank. The growth of our Treasury & 
Capital Markets division in Scotland has created the need for a talented 
Senior Foreign Exchange Dealer who will play a leading role in our inter¬ 
bank spot team. 

The ideal candidate will already have established, during the past three years, 
an impressive record trading major currencies in the London inter-bank 
market, be competitive by nature, and looking for further opportunities to 
demonstrate their flair and leadership capabilities. 

The position offers a very competitive salary and a full range of banking 
benefits. To apply, please send your c-v. to Steve Bamingham, Personnel 
Manager, The Royal Bank of Scotland pic. Regent's House, PO Box 348, 

42 Islington High Street, London N1 8XL, dosing date for applications 
Friday 10th )uly 1992. 

Committed to Equal Opportunities. nr 


8 


The Royal Bank of Scotland 

Where People Matter.. 



Bond Dealers 


Banque Gdn6rale du Luxembourg is one of the longest established banks in 
Luxembourg. Our strong national base and international orientation have 
made us one of the largest banks in the Grand-Duchy. More than 
1.800 employees and a balance sheet total of almost Luf 600 billion testify to 
our strength. 


We are a primary dealer in Belgian government bonds ("OIOS") and a 
market maker in ECUS. In addition to these two currencies our major markets 
are Luxembourg francs, Deutsche Marks and Dutch guilders. 


In order to reinforce our trading and sales teams we are looking to recruit for 
the following positions in Luxembourg. 


Senior bond trader/dealer (ref FT/MFl/0692) 
Senior bond sales person (ref FTMF2/0692) 


The successful applicants will have several years experience in the bond 
markets and should combine a good education and good analytical skills 
with a substantial knowledge of the market A knowledge of a minimum of 
one foreign language is required (French, German or Dutch). 


Competitive packages will be offered to candidates with the appropriate 
experience 


Please send your curriculum vitae enclosing copies of examination, certifi¬ 
cates and a recent photograph quoting the appropriate reference to 




Banque GEnErale du Luxembourg 

Personnel Department 2 7, avenue Monterey L-2961 Luxembourg 


GLOBAL EQUITY AND EQUITY DERIVATIVE 

OPPORTUNITIES 

UJC. Eourtv S*ua 

i nqww oyhunjJ cqoftjr Experienced DX 


iVXJ 


i tca=k n arii «Uy pan- Monk American or Haropcan dial bun 
i UK or European hnrirnifanr . rmm l h i r n ihmlm ~r nnnr frj 

i ■« ntfl Iff a nmabar 


vahvxxSalu DubtAmuhi 

i gjananfr m i Hnj , iTiemu’ Oos B> As aatn 



DJLorl 


I rodacriwdfa*boa to tin egafor wHm wi wnwyifcted»J 

OmBMOf brim M—r l rxlxi prioray. artw— 

■rwifwbnpanhdt 


Foe Safer darfinubrm Ml oto Octal BqritydEqtfly Pahuhc ttufag b mw; 

Cmbridtc AppriMaxnts »SbmMch H0 SOW, Lomim D <rj 
ns (971)377 MW 


LAC LEMAN 


The FT propose* lo publish this 
survey on 

OroferzZ 1*92. 

This survey will be seen by lend- 
tan interna lions! bataewmen rn 
160 countries world wide, includ¬ 
ing Swrtaertsnd where il will be 
widely distributed. 

In Europe 92% - of the proto-. 
dons I investment community 
regularly read the FT. 

If you would like lo promote 
your company's. Uwolveineni in 
this region to Ibis important 
audience, pknas contact 
Nlgd Bidcndf or Show EgK hi 
Genera 

on 731 16 M Fa* 731 94 gl 
AMinfirnrhW 1 


f a . ur w.fr t NMMr fM/ fWfC fc»7i 


FT SURVEYS 


PRIVATE CLIENT 
OPPORTUNITIES 


Middle East 


A leading US global financial services firm seeks a Senior 
Private Client Representative to cover the Middle East Region. 
Tins sales position involves servicing substantial individuals 
and family groups, together with medium-sized institutions 
and small corporations in the Middle Ea3t with particular 
emphasis on Saudi Arabia and Bahrain. 

The work will involve m arket in g and selling all of the firm’s. 
financial products specifically Equity, Fixed Income, 

Foreign Exchange. Corporate Finance and other investment 
banking services. 

The successful candidate win be a registered representative 
with a degree in finance or economics and a minimum of six 
years’ securities sales experience in Saudi Arabia, Ba h rai n . 
Qatar, Kuwait, Oman and the United Arab Emirates. 
Experience in selling sophisticated financial instruments to 
high net-worth Middle Eastern investors is essential. 

By definition, this position requires an individual with long¬ 
standing efient relationships aid a captive client base, tdeafly 
gained while working for at least three years in the Middle 
East The successful candidate must have demonstrated 
revenue exceeding US$L5 milfion per annum. 

This position offers a very competitive compensation and 
benefits package together with excellent career prospects. 
Please write, in confidence, with full cv and stating in your 
covering letter any companies to which your application 
may not be forwarded, to: T G West (Ref 532), 

Associates in Advertising, 5 St John’s Lane, 

London EC1M 4BH. m 


Asso 



RXISING 



INVESTORS 

CHRONICLE 


is looking for an 


INVESTMENT JOURNALIST AND 
FEATURE WRITER 


The job involves writing articles of varying length on a wide 
variety of financial subjects for a weekly publication. Applicants 
need a good understanding of how financial markets and 
companies work. But we are also looking for somebody with the 
ability to explain complex subjects clearly to a lay audience, 
without oversimplifying. 

Our candidate would have spent a few years in the Qiy, 
probably in investment analysis or fund management, and have 
written some articles for publication. 

Please send a CV and a brief letter explaining how your 
experience and abilities match our requirements to: 

The Editor 

Investors Chronicle 
Greystoke Place, 

Fetter Lane 
London EC4A1ND. 



TT GROUP PLC REQUIRES A 
DIVISIONAL CHIEF EXECUTIVE 


Due to fee imminent retirement of one of our existing Divisional Chief 
Executives, fee TT Group PLC are seeking a suitable replacement. 

The successful candida te will have experience in manufacturing, be 
numerate and prepared to take a straightforward approach to business 
generally, and above all willing to adapt to fee operating culture of our 
small head office team. 


Our Divisional Chief Executives need to be able to work closely with their 
Divisional Finance Directors who are jointly responsible for the trading 
performance and financial control of fee operating companies within 
their division- 


interested applicants should send a comprehensive curriculum vitae 
(including remuneration details) to:- 


John Newman, TT Group PLC, Clive House, 
12-18 Queens Road, Weybridge, Surrey KTT3 9XB 
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AAA-BANK IN 


FRANKFURT. 


We want to grow our Capital markets business and 
expand our reach to institutional investors nationally 
and internationally. If you have established contacts 
in the major European fixed income markets, are 
bilingual (German and English) and are familiar with 
products and offerings in both DM and ECU, we want 
to talk to you. We offer a fully competitive employment 
package with both salary and commission. Please 
contact Ronald Siebel, head of capital markets at 
Bayerische Vereinsbank AG, 6000 Frankfurt/Main, 
Bleidenstrasse 12, Telephone (69) 2998-9520. 
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SOVIET UNION 

Current consultant for 3 years 
to3 CIS Government clients and 
prior 10 years U5-Cannda-USSR 
business experience seeks to 
return to hands-on business as 
consultant or employee. 
Respond by fox in USA: 
9168910754 
Or write box AT 878 
Financial Times, 

One Southwark Bridge 
London SE19HL 


CAREER CHANGE - 1992 


A NEW JOB? A NEW CAREER? 


■ Om- unique proactive PARTNERSHIP PROGRAMmw . 


Camjoarmm ■DUSNOHUI eSUaau .. • 

office for father ifcatk- BRISTOL II Ml >■■<■■ 
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KOHLER GROUP 
(US leader in plumbing products) and 
parent company of JACOB DELAFON 

is looking for its 

PRESIDENT-EUROPE 

President - Europe, loca t ed in Haris and reporting to the VP International, his responsibilities 
arc the following: 

- Managing the group's operations within the plumbing products field In Europe. 

- Achieving growth and profitability targets. 

- - Achieving strategic objectives through internal growth and new business development. 

To fill this challenging position, we arc looking for a high profile candidate with the 
following qualifications: 

- 10 yean of experience as a General Manager with proven trade record, preferably in the 
plumbing pn>eiiict5 field of multi-divisional or multi-subsidiary foreign companies, 

- strategy, marketing and industrial experience is also highly desirable, 

- customer-driven orientation, 

- bilingual English - French. 

Send application to Box AT879, Financial Times, One Southwark Bridge, London SE19HL. 


FINANCIAL JOURNALISTS 

Investment Dealers' Digest, a leading provider of 
publishing and database products to the 
worldwide financial community is seeking 
financial journalists for our new, London based 
magazine 

We will be interviewing candidates at various 
experience levels during the week 6-9 July. 
Successful candidates should have a demonstrated 
ability to report on U.K. and Continental mergers 
and acquisitions, privatizations and corporate 
strategy. 

This will be an exciting opportunity to participate 
in the creation of a new publication. 

Please submit C.V., cover letter and salary 
requirements to: 

Investment Dealers' Digest 
13-17 Epworth Street 
London EC2A 4DL 

(candidates may also fax resume to: 071 608 3514) 



North America 
Fund Manager 

Foreign & Colonial enjoys an excellent reputation as one of the oldest 
Investment management houses in the U-K. with a sound long-term 
performance record. 

As a result of the increase in funds under management and a desire to 
expand its coverage, the North American department wishes to recruit a 
junior member to join the team. Applicants will be in their early to mid 20s 
and possess a good university degree and/or professional qualification and 
preferably will have gained some experience with a financial institution. 

An ability to generate ideas and to communicate intelligently, both orally 
and in writing, is paramount. 

The remuneration and benefits package proposed are commensurate 
with the quality of the individual being sought. 

In the first instance, please send a curriculum vitae in confidence to: 
Caroline Dancy, Foreign & Colonial Management Limited, Exchange 
House, Primrose Street, London EC2A 2NY. 



Foreign 


C o 1 o n i a 1 



pensions 


One of the UK's largest enterprises. B-A-T Industries has 
worldwide interests in financial services and tobacco. The 
Croup. which includes Eagle Star, Allied Dunbar and 
BATCo, has a substantial revenue of over £16 billion and 
has a market capitalisation of over £11 billion. 

We are seeking a high calibre Manager to advise the Group 
oa all aspects of pensions and deferred compensation schemes 
including share plans. 


& bejLefils rna n age r 


London SW1 

c. £45,000 + car + benefits 


BAT INDUSTRIES 


YANKEE 

PRODUCTS 

OPPORTUNITY 


A leading US global financial services firm series a 
“Yankee” Product Manager to be based in London. 

The successful candidate will assume responsibility for 
soliciting, structuring, marketing, negotiating and 
dcraing private and public issuances of bonds in the US 

Market of European Issues. 

Tins is a position with excellent career prospects for the 
successful candidate, who will be an MBA graduate 
with a minim um of five years’ investment banking 
experience, ideally gained to the US, at least two of 
which have been spent specialising in Yankee Products. 

This high profile position carries with it a level of 
responsibility that can only be entrusted to an 
individual with a proven track record in this field. 
Compensation and benefits are excellent 
Please write, in confidence, with fill] cv and stating in 
your covering letter any companies to which your 
application may not be forwarded, to:T GWest 
(Re£ 533). Associates to Advertising, 5 St John's Lane, 
London EC1M4BH. 


Asso 


SING 



PA. SINEWS PROMOTION 

Good Presentations help companies sell. 
But who sells good presentations? 


This is a central guidance role thru will include establishing 
and leading working parties and advisory committees who 
consider and guide policies on our pensions and employee 
share schema both in the UK and Internationally. You win 
possess all-round expertise in the field of pensions and 
deferred benefit plans, both through funded and unfunded 
schemes. You will also be required to review the Group's 
insured employee benefits policies through multinationally 
pooled contracts. Yon will play a major part in the 
establishment and management of die Group's Employee 
Share Participation and Option Schemes which are in the 
process of being extended internationally and will be required 
to advise the Boards of parent and suhsidlsy companies on 
these and other schemes as necessary. 

As this is an advisory role, detailed calculation expertise is not 
essential, although numeracy is important, as are excellent 
interpersonal and leadership skills, independence and the 
ability to work as port of a team. 

This excellent career opportunity carries an attractive salary 
and significant benefits including car, non-contributory 
pension scheme and BUPA. 

Please write with full cv to: Mark Parker, Fenonnei Manager, 
B-A-T Industries pic, Windsor House, SO Victoria Street, 
London SWIHONL. 


Eicon Securities fs one of Norway’s fcwxflhtf Investment banking firms, 
with operation* within Interest Instruments, equities, derteates 
products, corporate finance and portfolio management. Eicon 
Securities holds a substantial market sham of equities trades at Oslo 
Stock Exchange. 

SENIOR EQUITY SALESMAN 

Over ihe past years Eicon Securities has buflt up a strong teputadon 
for N0) quality rasaaroh. A* part <rf «*■ continued expansion plans wa 
want to Increase our International client base by recruiting an 
experienced senior equity salesman/broker to our well established 
team In Oslo. 

The successful canddsta must have a proven track record In selling 
Noiweglan/ScancDnMian equities to an eetabMhiKl Institutional client 
base. AS our analysis Is prodtioed In Engkdu Working knowledge of e 
Soandnavlan language Is Iherafore not a requirement 

An executive position wtflh the Him wffl be considered ottered to a 
canddate wfth exceptional strong qualMcatlons. The remuneration 
package it competitive and negotiable. 

For further Information In strict confidence contact Ore Gusevflc or 
John Hastetand on +47233 02 40 (Evenings and weekends +47256 
98 25). 

Interested appfleants should send a detailed CV to Eicon Securities. 
P.O. Bok 153 Sentrum 0102 Oslo Noway. 


CORPORATE SALES 

A Japanese Thu Bank la (he Qty b seeking a Corporate Saks Monger wkh at 1mm S 

yftfil qfjiniaii rii i ot ve^diaaAip ma nay wip n t in 41 cflpRQty UL A T^'f ll ff 

cnVBMumL flomafly trained in credit analysis. the •ppotewi wSB bo expected to. 
•peak, read and -write Owe Japanese* and aha be famifig with Japanese business 
par i'm m fl—liilalnt Mwlly |gtd btfVCOl 30-35 CSQ Mp g Ct g competitive 
tfxuctm 

Please apply in Orict confidence ta Mr. ILAnde JACRtcraMmad 
3cdPboc, DareXswHam,FEadaddA Place, OtdI«my, London BC2E SAB 


CONSULTANTS-INVESTMENTBANKING A TREASURY 

DC Ot ft h Wf ft Co laid it ODD of tho loodia| iynagmlnMl toiinli| rflftHi Hflfll ftg 
qpoogd mni in ttw pt fu ui oq of high qpaUtj tpto\r^ p Hy an awma to financial 




loos oar BfMutkn farqaiBij we an looking tot 
Inurem ent Banking ATnamjr loam baaed in 



manorial organisation, which provides dawtopment finano- 
the intin American region, has an opening m Washington 

SOURCE MOBILISATION OFFICER 

re. of experience in international Bnance.'The j"^)*"*** 
efive participant in the borrowing function of hrnstaubon. 
its mStMknowtedgpable of toff capital markets, bond 
woriuAtiuas. and fundha activities in general. Fluency in 


?Stftrac!iw salary and benefits package asiwaf as mb- 

isbtance 9 necessaiy. Pis. set^yiHr rwumeto - 

.sbpE0^5WW“*S1!?: 


wH te acknowledged. 


l npettfng 10 (he Dhitlcml DlncM; you will dwdrp, Jdfcw «ad tnuto trekring 
warn«to ■ wide range of p em ne m a l finm >be financial I ndway. TMs wfll xeqnbs 
tzavolbolfaia tboUXsatt ovnaas. Although pea of a ccbcsiva teem you most ba self 
■td rw iidiblBlaaak wIa 'p winn 

The ideal irwKdsw wflt bm a varied background far capital ma ri ccts oranuiy 
j n fJnrilng Boo espaaeaoo in the dealing room to cither a odea oca Hading America. 
Eapoaa r e 10 a broad woge of 00 and off balance riwt prodacu and an tn-depth 
gnrtnrwTanrftn t of derivative bmromcBM will be tn —Stsong analytical stfiDa, tbo 
•Wlliy 10 absorb and nan now technical information quiekly, and. good. 

pOMB Mh Q te B BMMMMSPB f^ flls m |mpiisjn wift r/tl»ejwh 

Homo write endoring a ament CV. and *adqg aalaiy xeqatraateet UK 

Mr Jana Brens; Dfaecroc, DC Gardner A Co Lid, 5 Huboar ExduttgeSqptie. 
London E14 9GE 


EUROPEAN ECONOMIST 

En ro pean eco n o m ic and bred res earch consultancy is seeking an 
analyst with good writing skills and 2-5 years of experience 
(preferably in an investment bank or other financial insri ration). 
The ideal candidate wifi have a sound grasp of economic analysis 
and some knowledge of central hank operations in the money 
markets. He/she will be able to respond to market developments 
tdeariy and concisely under pressure. All enquiries will be held in 
the. strictest confidence. 

Please contact: 

David Hewitt 
WrigfctoM Associates 
3 Garden Waft, London EC2A3EQ 
TeL-071739 9037 


CJA 


RECRUITMENT CONSULTANTS GROUP 

3 London Wall Buildings, London Wall, London EG2IV1 5PJ 
Tel: 07 1-5BB 35SB or 07 1-5SB3576 
Telex Mo. 03737*4 Fax Mo. 071-25G 8501 




Challenging two year assignment - Immediate availability desirable. 

SECURED LENDING SPECIALIST 
PROPERTY REALISATION 


CITY circa £35,000 

LONDON BASED BANK, PART OF MAJOR INTERNATIONAL FINANCIAL SERVICES GROUP 

We invite applications from bankers or other suitably qualified professionals with strong secured lending 
experience or other relevant property exposure. Reporting to the head of a corporate recoveries unit you, as the 
selected candidate, will be responsible for managing a number of realisation situations with the objective to 
maximise the recovery to the bank of non-performing assets. It is essential that you have the experience and 
capability to ‘hit the ground running 1 , personally dealing with solicitors, receivers, legal documentation and client 
negotiation. The other key task win be the sale or realisation of assets held as security. It is therefore essential that 
you should have an understanding of how the commercial and residential property markets operate. You will need 
to have a strong and direct personality, be used to hard work under pressure without supervision and to have good 
verbal and written communication skills. Salary will be circa £35,000. Applications In strict confidence under 
reference SLS 24288/FT will be forwarded to our client If there are companies to whom you do not wish 
your application to be sent, these should be listed in a covering letter and the envelope marked to the 
attention of the Security Manager: CJRA. Closing date 8th July 1992. 


MOODY'S INVESTORS SERVICE 


London - New York 

Moody's Investors Service/ the international credit rating agency/ has built a worldwide reputation 
for its credit analysis. Moody’s provides investors with opinions on relative default risk. This in 
tum assists issuers in accessing a range of capital and money markets. 

Senior Industry Analyst 

The agency Is currently recruiting a European national to follow an international portfolio of 
industrial companies. The position calls for a high calibre individual/ probably educated to MBA 
or Masters Degree level/ with experience of analysing industrial companies (construction/ 
manufacturing and transportation preferred). Candidates should be fluent in English and at least 
one other European language (Spanish preferred). Bank credit training, regulatory/ accounting or 
other relevant industry experience would be a plus. 

This senior appointment has individual accountability and involves analysing the credit risk of, 
and generating opinions on, European industrial companies. Ca ndid ates should be able to work 
effectively at senior management level, and to write clear, concise, analytic reports for investors. 
This position will be based in London with an initial training period in new York of approximately 
one yean We offer an attractive compensation package commensurate with qualifications and 
experience 

Please reply to John Diaz, V.P. Associate Director - Issuers, Moody's Investors Service Ltd., 

51 Eastcheapi, London EC3M1LB 


FINANCIAL TIMES 
EUROPE’S BUSINESS 
NEWSPAPER 


vous fairc part d'un accord 
pufalieftaire avee 
LES ECHOS 

le quotidian de l'6conomio le 
plus important en France. 
Une annonce dam la rubrique 
“O fires d’Emploi 
Interoationale&'Ylaiu le 

FINANCIAL TIMES et LES 
ECHOS augmemera de ra$on 
substantieUe 1'impact de voire 
message sur fes cadres 
dirigeants en Europe. Chaqoe 

semainc ks annonces 
paraSlront dans les Echos le 
mardi et dans le Financial 
Times le mercredi (le vendredi 
dans 1'Edition Internationale 
du Financial Times).Pour de 
plus amples rensdgnementa, 
veuiQez contacted 


fci I a y t f.tci i; 


COX-FREEMAN 
071873 4027 



•- ■: - •' - • - • 




Stockbroking circa £25,000 

Oar client is the UK stodkbroking subsidiary of a substantial European 
bank. As part of a planned business development, aspects of research are 
to be bought “in-house” commencing from the filling of this new position. 


The requirement is for a young (25 
plus) analyst with experience gained 
with a reputable stockbroker or 
securities division of a bank. 
Candidates must be able to prepare 
lucid, accurate daily analyses and 
reports for fund managers, and 

Kidaons Impey 

Search & Selection Limited 

20 Pafl Mall, London SW1Y 5LP 

Telephone: 071-321 0338 

Fax: 071-976 1116 

UK, France, Germany} Italy, 

Czechoslovakia, Austria, Hungary 

and Poland. 


synopses and digests for both 
internal and external use. Flair and 
imagination are useful attributes as 
is commercial acumen. Salary and 
benefits are to some extent open to 
discussion and prospects are bright 
for an energetic contributor. 


KID SONS 
IMPLY 


Sesdi&Sfitafaa Unfed 
MMMfml Santa Snap 


Please forward a 
full curriculum 
vitae quoting 
reference number 

402. 


K7S FINTECH ASSET 
OU MANAGEMENT Ltd. 

JUNIOR FOREIGN EXCHANGE DEALER 

NIGHT DESK 

The rapid expansion of our organization and introduction of a 24 Hour 
Trading Desk has created an opportunity for a Foreign Exc h a ng e Dealer. 
Tbe CinHMsiP will assume respo n sibility for establishing and monitoring 
positions based on oar proprietary trading systems. 

Please send your C-V. to: 

Mr. Donald R. Lewis 

Managing Director 

Fintech Asset Management Ltd! 

14 High Street 
WINDSOR 
Berkshire SL4 1LD 


Appointments Advertising 
appears every Wednesday and Thursday and 
Friday (International Editon) 


SALESMAN/TRADER 

We seek a mature salesman with experience 
in trading illiquid bonds or in loan asset sales 
to join our secondary market trading team. 

Operating in a rapidly expanding market, the 
candidate will have a tremendous opportunity 
as rewards will reflect performance. 

Please send a CV indicating daytime 
telephone number to Box A1880, 
Financial Times, One Southwark Bridge, 
London SE1 9HL. 


























































































financial 


ACCOUNTANCY COLUMN 


Closing the gaps between expectation and reality 


By Allhrter Wilson 

THE RECENT spate of spectacular 
corporate failures has prompted 
investors, creditors and commenta¬ 
tors to look for scapegoats. Depending 
on the nature of one's vested inter¬ 
ests, it is possible to blame manage¬ 
ment, the institutions, market condi¬ 
tions or the regulatory system. 

Increasingly, however, it has been 
found convenient to blame the audi¬ 
tor. Auditors are, in tom, quick to 
point out that allegations of their cul¬ 
pability are merely a manifestation of 
the "expectation gap”. 

The expectation gap is a popular 
professional cliche. It has been 
defined as the difference between 
what auditors do and what the public 
assumes they do or thinks they ought 
to do. The narrowing of the gap is 
clearly the principal motivation 
behind the Auditing Practices Board’s 
(APB) current proposals for the future 
development of auditing. 

These include plans for the revision 
of existing audit reporting practice. 
The APB has isolated three key public 
misconceptions. First, misunderstand¬ 
ings of audited tinanriai statements, 
such as assuming that they carry 
some element of guarantee that the 
entity concerned will continue in exis¬ 
tence. Second, misunderstandings as 
to the type and extent of work under¬ 
taken by auditors, such as assuming 
that auditors prepare the financial 
statements on which they report. 
Third, misunderstandings about the 
level of assurance provided by audi¬ 
tors, assuming, for example, that an 
unqualified audit report provides 
absolute assurance that no fraud has 
occurred. 

In order to address these misconcep¬ 


tions, the APB is suggesting that the 
form of the audit report be expanded 
to include descriptions of the respec¬ 
tive responsibilities of auditors and 
directors regarding financial state¬ 
ments. A similar approach has been 
recommended by the Cadbury report. 

That the public misconceptions 
cited by the APB and Cadbury exist is 
undeniable. Whether or not they are 
best dealt with through the APB’s 
proposals for an expanded audit 
report is a different matter. Most of 
the efforts by the accounting profes¬ 
sion to narrow the expectation gap 
are Inevitably Sawed because the true 
nature of the gap has not been frilly 
identified. 

Up to now, whenever the question 
is addressed, discussion tends to focus 
on issues such as fraud, going con¬ 
cern and the responsibility of direc¬ 
tors for the preparation of the 
accounts. 

What is seldom addressed is the dis¬ 
tinction between the two main compo¬ 
nents of the expectation gap - 
namely the financial reporting compo¬ 
nent and the auditing component In 
my view, this differentiation needs to 
be dearly made is order to make sen¬ 
sible judgments as to the way in 
which the various elements of the 
expectation gap should be addressed. 

The financial, reporting component 
of the gap comprises those dements 
which relate to the purpose, nature 
and meaning of ffnandai statements. 
The auditing component relates to the 
role and responsibility of the auditor 
in auditing and reporting on those 
financial statements. 

The financial reporting gap includes 
the misconception that a balance 
sheet gives an indication of the value 
of a company. More important, there 


appears to be a general lack of appre¬ 
ciation of the extent to which the fig¬ 
ures presented in a company’s finan¬ 
cial statements are based on 
judgments and estimates. 

Furthermore, because of the wide 
range of alternative accounting 
options available to directors under 
existing accounting rules, similar 
transactions can be reported in the 
accounts in different ways depending 
on where the directors wish to be on 
the spectrum between aggressiveness 
and conservatism in their finan^a! 


The criticism already 
levelled at auditors over 
the financial reporting 
expectation gap is 
wholly unjustifiable 


reporting. The auditors are nnlift p.l y 
to be in a position to do otherwise 
than to state In their report that the 
accounts give a “true and fair view”. 

It would seem that at present the 
APB is placing an unrealistic onus 
and impractical hope on the audit 
report as a means of narrowing both 
components of the expectation gap. 
This is because the principal elements 
of the gap lie not in the words in the 
audit report, but in the financial 
statements on which the auditor is 
reporting. Or, putting it another way, 
they lie in tiie basis of preparation 
and presentation of the financial 
statements and not in the method by 
which the financial statements are 
audited or reported on by the auditor. 

While it is undeniable that the 
audit-related elements of the expecta¬ 


tion gap exist, they are of secondary 
importance compared with the finan¬ 
cial reporting-related elements. If the 
accounting, legislative and regulatory 
frameworks under which the financial 
statements are being prepared are 
Inadequate, then it will make little 
difference whether the audit report 
runs to two paragraphs or two pages. 

The narrowing of the gap requires a 
multi-pronged attack with the 
cooperation of the Accounting Stan¬ 
dards Board (ASB), the Stock 
Exchange and the Department of 
Trade and Industry, as well as the 
APB. The expansion of the audit 
report is an important aspect of this 
process - but it is only one aspect 
and should not be dealt with in isola¬ 
tion. 

Perhaps a good starting point would 
be to provide an authoritative expla¬ 
nation of the meaning of “true and 
fair”, which has become a piece of 
IE-understood jargon. This is an issue 
which Lawyers and accountants have 
been grappling with, for many years, 
which perhaps indicates that it is a 
significant element of the expectation 
gap that needs to be addressed as a 
first step in the bridging process. 

Auditors are an easy target when 
things go wrong. However, at present 
there is a strong danger that they will 
simply find themselves assuming 
responsibility for legal and regulatory 
shortcomings not of their making. 

The form of accounts whose authen¬ 
tication is the auditor's responsibility 
is dictated by law. To b lame the audi¬ 
tor for its ripflriannjpc jg to blame him 
for limitations in the wider environ¬ 
ment of financial reporting which at 
present he can do nothing about 

Unquestionably the public is enti¬ 
tled to reassurance over the various 


misund erstandings which the APB 
has outlined, but the audit report is 
not the place to pursue these issues. It 
Is not only inappropriate but poten¬ 
tially misleading for an audit report 
to deal with the nature of financial 
statements. Moreover, as media com¬ 
ment has demonstrated, the result is 
to exacerbate the expectation gap. 

To bridge both the financial report¬ 
ing and the auditing components of 
the expectation gap will require much 
more than defensive, if well-inten¬ 
tioned. proposals from members of 
the auditing profession. The ASB, the 
Stock Exchange and the DTI, in addi¬ 
tion to the APB, have a part to play in 
ensuring that a thorough, on-going 
reform of financial reporting proce¬ 
dures is immediately set in train. 

The expansion of the audit report 
will be an important aspect of this 
process, but only one of a number of 
much-needed improvements. Merely 
to make audit reports more compendi¬ 
ous just because the DTT, ASB, Stock 
Exchange and institutional investors 
are reluctant to face up to their 
responsibilities will solve nothing. 

In feet, such a step may well widen 
the expectation gap rather than 
bridge it The criticism already lev¬ 
elled at auditors over the financial 
reporting expectation gap - an area 
for which they have little or no con¬ 
trol - is wholly unjustifiable. It is 
Him that the profession dropped its 
air of apologetic defensiveness. The 
fault lies in the wider environment of 
financial reporting; its redress Is a 
collective responsibility. 

Altister Wilson is a technical partner 
with Ernst & Young and is co-author 
of the firm’s book "UK GAAP - Gener¬ 
ally Accepted Accounting Practice in 
the United Kingdom'". 
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Rada 

RECRUITMENT 
. COMMUNICATIONS 


TIMES FRIPAyJUNE 26 1992 

finance 

director 

immediate vacancy for a Finance Dtrect.r 
Applications are Invited J TOrn 
chartered accountants with app p 

Financial * 

in inventory costing and aedh control As weH 

as assuming foil responsibility for 
function, the person appointed wULas part of. 
small senior management team, a Iso oe 
expected to contribute to the profitable 
running of the business. 

The remuneration padcage to h® , 

will reflect the seniority and importance 
this position. 

To apply, please write »***» y° UT 
to Peter Phillips. Rada 
Communications Ltd.. 195 Easton**^ 
London NWI 2BN - stating on a serrate 
sheet any companies to whom youdo not 
wish your application to be forwarded. AU 
replies will be acknowledged. 


FINANCIAL ACCOUNTANT 

Required for head office of International Licensing Group 
based at St Peter Port, Guernsey, a financial accountant for a 
6 month assignment to project manage the reorganisation of 
the Group structure. Candidates must be qualified chartered 
accountants, with post qualification commercial experience, 
preferably project management experience and/or audit 
manager experience. Remuneration will be based on an 
agreed per diem rate. Subsistence costs together with return 
flights to UK at weekends will be met- A sound grasp of 
statutory financial accounting, aptitude for innovation, an 
imaginative approach to work together with self-motivation 
and an ability to manage a multi-faceted programme arc 
essential ingredients for a successful candidate. 

Please reply to Box No. A1882, Financial Times, 

One Southwark Bridge, London SE1 9HL 


ACCOUNTANCY APPOINTMENTS 


Finance Controller 

North West £45,000-£50,000+bonus+car 


" Our client, the leading retailer in its sector 
OBum within the UK, continues to increase its market 
share through an expanding network of high 
MOT street outlets processing upwards of half a 
million transactions weekly. 

• As a key member of the management team, 
the Controller, reporting to the Finance 
Director, will take responsibility for the 
company’s accounting operations comprising / 
in excess of 100 staff. In continuing to 
encourage change throughout the business , ■ 

a major’ challenge will be the forging of °P 
doser links with field operations to both ple 
improve the quality and appropriateness 0/11 
of the management information provided, 4921 

and to identify and implement ways to Hous 

streamline activities within the finance 
function to develop tight cost and finandal ■II 
controls. SSmm 


r " Candidates should be qualified 
accountants aged 35-45 with demonstrable 
experience of managing sizeable (50+) staff 
numbers and have worked in a substantial, 
high volume service/retail environment 

* The appointee will have the appropriate 
interpersonal skills to motivate their staff as 
well as the required credibility and stature to 
relate to senior managers and the Board. 


■ This k a career move offering excellent 
opportunities within a major UK organisation. 
Please send your cumcidum vitae, together with 
ament remuneration details, quoting reference 
492 to Ernst & Young Corporate Resources, Bechet 
House, 1 Lambeth Mace Road, London SE17EU. 

M Ernst &Young 


VENTURE CAPITAL SPECIALISTS ■■■ 

We're single-minded, 
we've resisted mergers 
and acquisitions, 
we're fiercely independent, 
and committed to 
Corporate Finance. 


FINANCE 

MANAGER 


c£35,000 + Car + Financial Sector Benefits 
Bletchley, Bucks 


Within Abbey National, one of the 
UK’s most successful financial 
institutions. Financial and Insurance 
Services (FIS) takes r espo nsi bility for. 
our general insurance needs, 
including property and risk insurance. 
It is an important profit centre and 
high calibre financial control is 
essential. 

Yon will have two key objectives. 
Firstly, yon will be responsible for 
planning, monitoring and controlling 
aO FIS financial affairs, ensuring all 


Group and Regulatory Requirements 
are met. Secondly, you will provide 
FIS management information to 
senior management and to the Board. 
You will also be expected to 
contribute to the strategic growth 
plans of the general insurance 
function, and will report to the 
Managing Director of the Division. 

A Chartered Accountant, able to 
demonstrate a creative and analytical 
approach, you should have at least five 
years* experience of large scale, • 


sophisticated management infor¬ 
mation systems. Ideafly yon wiU also 
have a* facility for computer-based 
modelling, together with staff 
-management skills. A general 
insurance background would be 
distinctly advantageous. 

An ’ excellent package ' includes ^ 
negotiable salary, car, subsidised 
mortgage, pension scheme and 
BUPA. ' ‘ ' 

To appty, contact Lorraine Darriba in 
our Personnel Department on 0908 
342279, or write to her at Abbey 
National Pic, Buckingham House, 
Buckingham Rood, Bletchley, Milton 
Keynes MK3 5LD-. 

The closing date fir applications, which 
arc invited' from all sections of the 
communis}, is 10th July 1992- 


^ ABBEY 
f NATIONAL 


Business Support: Vice President 


A genuine business management position for an 
impact on the operational efficiency of this leading 
product technology and has an outstanding record 
operating environment is demanding and offers the 
prospects for career development are excellent. 

THF. ROLE 

■ I .cad a team of 35 people with 3 direct reports • 
maintaining maximum effectiveness and efficiency of 
operations. 

■ Build a strong rapport with the marketeers, traders and 
senior infrastructure managers, constantly looking to 
improve business efficiency and the levels oF diene 
service. 

■ Drive the business to accommodate new product 
development, assessing and implementing necessary 
technological change and Che related tax, compliance 
and credit issues. 


i experienced manager who can mak* a significant 
derivatives group. The Bank is at the forefront of 
of profitability and sound risk management. The 
latitude and autonomy to implement change. The 

THE QUALIFICATIONS 

■ A high calibre graduate, aged 30 and over, with a broad 
knowledge of financial products and exposure ro 
investment banking operations and systems. likely to be 
a qualified professional in a similar role, or a consultant 
to the financial sector (management or systems). 

■ Demonstrable people and process management skills with 
an appetite for change, an eye for detail and a strong 
sense of direction. 

■ Excellent communication skills with the stature and 
confidence to interact with die trading floor. Tenacious, 
resilient with a hands-on,approach to resolving business 


London 071-973 0889 
Manchester 061-437 0375 


Selector Europe 

A Spencer Stuart f ouipany 


Pleax icpljt codoaingfiiB details i 
Sdeaor Emm pe. Ref >71120621, 
rv._—L. ni_ 


Apart from that, we're open to change. 


We arc supremely confident in our 
strengths. Remaining open to change - 
and creating it for our own and our clients' 
benefit - is possibly one of our greatest 

Unlike others, our structure encourages 
a culture when? your original idats will be 
welcomed. After all, any move which helps 
us to become the best firm in the 
profession, is key to our future success. 

A Chartered Accountant of exceptional 
calibre, you should have at least 5 years’ 
post-qualification experience. In addition, 
you’ll need thorough knowledge of die 
sourcing of venture and development 
capital, and the ability to establish firm 
local contacts. 


Knowing your clients' business as well 
as your own, you’ll be Fully aware of the 
business and human implications or any 
deal you make - a quality present in every 
member of our national Corporate 
Finance ream. 

Although immediate opportunities 
exist at management, and possibly 
Partnership, level in both Crawley and 
Cambridge, wc arc confident about our 
future growth and would like to hear from 
professionals based anywhere in the U.K. 

Your first move is to send personal and 
career details to Me! Smajc. Director of 
Human Resources, Robson Rhodes, .186 
City Road, london EC1V 2NU. 


ROBSON RHODES 


FINANCE MANAGER 





































ALPS 


ACCOUNTANCY & LEGAL 
PROFESSIONS SELECTION LTD. 

3 London Wall Buildings, London Wall, London ECSM 5PJ 
Tel: Q71-S88 3588 Tolex No. B87374 



angng end wfcfefy drawn appointment as a Ray member of the management team. 

I Full directorship within 3 - 6 months. 

| GROUP FINANCE DIRECTOR 

5 £40,000 - £45,000 plus bonus (20% tax rate) 

IfJpOFTWARE AND PROPERTY GROUP fN THE CHANNEL ISLANDS AND UK MAINLAND 
rom Chartered Accountants, aged 38-48, who must have had broad commercial experience 
for managing the finance function. Ideally, this should include a practical knowledge of 
ons in the financial services sector. Reporting to and working closely with the Chairman and 
,me selected candidate will play a major role, as part of the management team, for the 
plishment of the Group's objectives, particularly as they relate to financial control and 
.,—pJtaJ expenditure, as well as making a major contribution to the strategic direction of this 
Essential qualities must include sound commercial judgement and the ability to operate 
‘ ^fively both In a ‘hands-on’ and advisory capacity. Systems development experience will be 
negotiable £40,000 - £45,000, plus profit bonus, plus car, non-contributory pension. BUPA 
Removal expenses if necessary. Applications, in strict confidence, under reference GFD 220/FT 
r: ALPS. 


[jjosftlon - opportunity to play a key role in the Group's further development with potential 
J* excellent promotion prospects. 

FINANCIAL DIRECTOR 
- AIRCRAFT ENGINEERING 


EAST ANGLIL £35,000 - £42,000 

EXPANDING SUCCESSFUL INTERNATIONAL AIRCRAFT ENGINEERING COMPANY 
Applications ail Invited from qualified Accountants (ACA/ACCA), aged 30-45, with at least 5 years' practical 
accounting exorfence in a major aircraft or heavy engineering company using advanced accounting and costing 
methods, idear at, or just below, Board level. Working closely with the Group Financial Director, the successful 
candidate will ^responsible to the Managing Director for the full financial control of this expanding subsidiary. The 
widely-drawn jre will include in-depth analysis of performance and investigation of anomalies, contract negotiation 
and review, Je ongoing development of all accounting and costing systems and advising on business 
development reposals and projects. The selected candidate will have a technical as well as commercial 
approach, annqHiring mind and the persuasive communication and negotiation skills, in addition to the tenacity to 
achieve resuf lnrtial salary negotiable £35,000-£42,000 plus car, contributory pension, free life assurance, free 
family BUPAjubsidised airline family travel and assistance with relocation expenses, if necessary. Applications in 
strict confldse under reference FDAE221/FT to the Managing Director ALPS. 







Kimberly-Clark 


operations Analysis, Strategic Planning 
and Business Support 


rnbridge 


- -raberiy-ClarkCorporation, with worldwide sales of 
$7 billion in 1991, i&a major manufacturer of a 
/•'•'Be range of fibre-based products for personal, business 
. Jfl industrial uses. Well known global trademarks 
. Jffllude Kleenex®, Kocex®, New Freedom® and 
. fim wipes®. The Corporation was established in the 
•RSA in 1872 and now operates in 150 countries with 
manufacturing plants in 20. 
rehc Corporation's European operations, which are 
■. premised within four major business sectors, are key to 
[growth plans. Due to an internal promotion, a vacancy 
Ipas arisen to lead the Operational Analysis and Control 
[function in one of the four sectors, the Personal Care 
(Sector. 

I. Reporting to the European Director of Operations 
I Analysis and Control and responsible for leading a team 
p of buslness and financial analyses and mill finance . 

} ■ personnel, the successful candidate will integrate 
/ with the businesses as a key player, ensuring that 

growth is well directed, profitable and controlled. 

This will be achieved by involvement in the 


c £45,000 + Bonus + Car 

formulation and implementation of sound business plans, 
systems and policies which support operation, marketing 
and sales in addition to the financial function. Travel to 
ocher European operations will be an integral part of the 
role. 

This is an exacting position and the candidate we seek 
must be exceptional. Prerequisite to the appointment 
are; demonstrable business acumen, a thorough 
understanding of business finance, including management 
and cost accounting, treasury exposure and capital 
Investment analysis and excellent managerial, leadership 
and interpersonal skills, gained in an FMCG 
environment. 

Probably aged 35-45 and either qualified accountants or 
MBAs, interested applicants should send a full curriculum 
vitae quoting referenc e 601, to Diane Forrester ACA, 
Michael Page Executive Selection Division, Page 
Hiooae, 39^fl l^uker Streep London WG2B 5ZH. 

• Registered Trademark of Kimberly-Clark. 
Kimberly-Clark Is an equal opportunities employer. 


Michael Page Finance 

Specwllsta in Financial Recruitment 
London Bcbnot Windsor St Aibam Leatbcrfaead B irming ham 
Not t ingha m Manchester Leeds Glasgow & Worldwide 


i". ' ' * 


...... 

. 


International 
Finance Manager 


West End 

Our client is a commercially aggressive Group of 
business sen-ices companies, with an extensive 
international network of integrated subsidiaries 
operating in highly competitive niche markets. 
A high profile track record of organic and 
acquisitive growth has achieved annual revenues 
in excess of £lbn and a strong profit performance. 

Based at the Group's small headquarters in the 
West End, this role will provide a 
comprehensive financial/ commercial interface 
between the Main Board and the fully 
autonomous, decentralised operational 
management. The brief will be essentially 
project driven, but will focus on the key issues of 
financial analysis, interpretation of results, 
profic improvement, commercial planning 
and business development. Critical to 


c £55,000 + Bonus + Car 

success will be the ability to develop strong 
working relationships with entrepreneurial, non- 
financial managers, on an international basis. 
Candidates, aged up to 35, should be graduate, 
qualified accountants who can demonstrate 
above average intellect, superb interpersonal 
skills, accelerated career development to date 
and definitive future development potential. A 
successful crack record in well managed, 
international FMCG or service based businesses 
would be preferred- 

interested applicants should forward a 
comprehensive curriculum vitae, quoting ref: 
2656, to Alan Dickinson FCMA, Executive 
Division, Michael Page Finance, 
Page House, 39-42 Parker Street, 
London WC2B 5LH. 


Michael Page Finance 

Specialists in Financial Recruitment 
London Bristol Windsor St Albans Leaiherhcad Birmi ng ham 
Nottingham Manchester Leeds Glasgow & Worldwide 





BUSINESS ANALYST 


c.£30K +fe car & benefits 


H Safeway Stores pic, pare of the 
Argyll Group, is a rapidly growing 
and highly successful leading food 
retailer with 1991/92 Group sales 
of £5 billion and profit before tax 
of £364.5 million. Over die last 
four years Safeway has more than 
trebled its sales and increased id 
profits fivefold. 

Reporting to die Head of 
Management Accounting, you 
will take full responsibility for the 
management and development of 
financial information for specialist 
departments. This high profile 
role will assist senior management 
to focus on net profitability, 
evaluate commercial performance 
and the viability of future projects. 


You will also be e x pected to 
enhance new financial systems to 
meet current and future needs 
against a background of emerging 
technology . and organisational 
change. 

The successful candidate will 
need to display a high degree of 
flexibility, astuteness- and 
commercial vision. You will have 
been qualified for at least two 
years preferably from a fast 
moving organisation. 

An attractive salary is backed 
by a range of company benefits as 
well as die opportunity to 
progress within this highly 
successful and forward rh miring 
environment. 

SAFEWAY 


Please apply dir e ctl y to 
Frances McCutcheon at Robert 
Half, Freepost, Princess Beatrice 
House, Victoria Street, Windsor, 
Berks SL4 1YY. Tel: 0753 857777, 
or evening! on 0344 886662. 
Alternatively, fax yotir details on 
0753 841676. 


ROBERT 
HALF 


THE HUMAN FACTOR 

financial R ff l ii p *i" i r ii> -mBm* 
Ltiwlnn ■ Rwniif^ H wi ■ W i iw fi w f ** Ma&cbencr* 
Board-Lccdi» Scratbampton • Wolverhampton ■ 
Biuaefc * USA * Cmada • 


Price Waterhouse # 


EXECUTIVE SELECTION 


Finance 6^ Administration 
Director (designate) 

Motor Industry 

c.£40,000 plus bonus & benefits Canary Islands 


This leading Tenerife vehicle 
imporfor/distributrirship is part of a 
British group also operating in the 
UK and continental Europe. 

Responsible fix' a team of 
fifteen, the scope of the role is very 
wide incorporating financial and 
management reporting, treasury, 
project appraisal and general 
company secretarial type issues. 

Y.our iuain focus will be. to re- . 
organise anj develop .the finance 
and rT fimerions to ensure guaHty 

and timely ™anaa f/ manjiym^n t 

reporting;-and by working alongside 
the Managing Director (to whom 
this position reports), contribute 
fully towards the overall manage¬ 
ment of the business - caking a 
leading role in the development and 
implementation of strategic plans. 


To be credible in this role, you 
will be a qualified accountant who 
has previously worked in a group 
and possess at least a working 
knowledge of Spanish (although 
proven fluency in kalian/ 
Portuguese or a demonstrable 
fadHty for languages may be 
acceptable). IT/spreadsheet literacy 
. plus a hands-on, down to earth and 
; flmpble work style are also vital.... 
A background m the motor sector, 
FX/Treasury/cash management 
skills and previous overseas work 
experience where there was a 
requirement to work in another 
language would all be ideal 

The nature and location of this 
position will suit a versatile sdf> 
starter; persuasive and relatively 
hands-on by temperament; tough 


but positive and open minded; and 
with proven leadership skills. In 
return, Tenerife offers an attractive 
quality of life. There wfll be an 
opportunity for the preferred 
candidate (and spouse) to visit die 
island prior to any employment 
offer. 

Write in confidence to Hamish 
Davidson enclosing a full CV and 
salary Retails, quoting reference 
H/I269/FT. Alternatively; contact 
him on 071 939 6312. 

Executive Selection 

Price Waterhouse 

Management Consultants 

Milton Gate 

1 Moor Lane 

London 

EC2Y9PB 

Fax: 071 638 1358 


AVON 


Finance Director 

Package to £40,000 (including PRP) + Car 

Our client is a subsidiary of a diverse £200ra turnover • Compilation of financial and statutory 

UK Group with operations in the UK and Europe. information for group reporting purposes. 

The company is a niche market leader in the •. Full involvement in. the strategic decision making 

specialist manufacturing industry supplying products process. 

to blue chip clients throughout Europe. Following a Interested applicants will be graduate qualified 

sustained period of profitability, a challenging accountants, probably aged 35-45, with a proven 

opportunity has arisen fora high calibre individual to track record in a manufacturing business. Strong 
join the management team. man-management and interpersonal skills, coupled 

with the maturity and commercial acumen to 

Reporting to the Managing Director and with a influence at board level are essential pre-requisites, 

functional responsibility to group, key responsibilities ^ ret um the company offers an attractive package 
will include: and excellent career opportunities based on 

• Production and interpretation of achievement, 

management information, budgets and long 
term plans- 

• Development and implementation of a folly 
integrated management information 
system. 


Foe further information please write to Karen Paige 
at Michael Page Finance, 29 St Augnatine's 
Parade, Bristol BS1 4UL, enclosing a 
comprehensive curriculum vitae. Please 
quote reference KP01. 


~n FINANCIAL CONTROLLER (ACAfACCA) 

;i ... up to £55,000 pa plus b. bens. 

Anpe«ment a looking to recrml an Accountant with * minimum of 3 

^irTpnrirnrr in product accounting covering fixed income end equity 
rc&J instruments. You should be assertive and tactful with excellent 
migenent skills whilst liaising with trading * Slle * executives. 
De nted as Vice-President, yoa will report directly to New Yoik an the 
frf ymwr m p wrfteiKWty of various divisions within tbeOobal Market 

awe. Age 3040 yens. 

. ! .. .• PleasecontactKenneth KeanuCFLfRseCoos) 

! . tel: 071-628 <5663. Fax: 071-628 1700_ 


QUALIFIED (ACAACMA) 
COMPANY. ACCOUNTANT 
For small but successful manufacturer of display 
products. For management infonnation and general 
management responsibilities. Salary £24K. 

CVto: 

Siegel & Stockman Ltd 
2 Old Street 
London EC IV 9AA • 




APPOINTMENTS 

ADVERTISING 

appears every Wednesday 
& Thursday & Friday 
(International 
edition only) 

For further information 
please calk 

Richard Jones on 
071-873 3460 

Teresa Keane on 
071-873 3199 
Alison Prin on 

071-873 3607 
. Philip Wrigky on 
071-873 3351 


Michael Page Finance 

Specialists In Financial Recruitment 
London Bristol Windsor St Albam Leatherfwad Birmingham 
Notti ngh am Manchester Leeds Glasgow & Woridwide 


Financial Analyst 

Package to £30,000 + benefits 

We are a leading Ann ot International property consultants wtth three 
principal offices in the United Kingdom and an expanding group of 
associated offices and companies. 


TOE POSITION THE PERSON 

• Additional ihwrtber of ttie Finance team to provide - Graduate Chartered Aceocntenl outstanding 
financial analysts of future sirwegtc options. MeHectual abHUas. 

» Preparation and prasantatan of reports to Board - Aged 24-26, with first time passes In a Big Six firm, 

members. coupled with proven analytical and computer modaBng 

swits, commercial awareness and ttw drtve to succeed. 

Please apply w8h a handwritten latter, enclosing a fun CV stating current salary, to: 

Tony Davenport, Finance Director. 

Richard HRs 

International Property Consultant* 

55 CHd Broad Street, London EC2M IIP —— 
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THE THOMSON CORPORATION 
FINANCIAL DIRECTORS 


The Thomson Corporation is one of the world's leading publishers and leisure travel, companies with , total annual sales of £3 billion and mote than 45,000 employees, based mainly in the 
U.fC and North America. Two of its well known V.K. based publishing companies are seeking to recruit new Finance Directors, in both cases replacing the current job holders 

who are moving to new challenges within the Group. 


BUSINESS AUDITOR 

Brighton c£ 33K + car 

wah a trend Arising profits, the Cooqmiy has M^tadraapewd 


Sweet &• Maxwell 


£50,000 PACKAGE + CAR 
LONDON 


£40,000 PACKAGE + CAR 
WINDSOR 


Sweet & Maxwell is one of the UK’s leading legal publishers, a major player in ihe£20QM UK 
and EC Market. The comprehensive product range Includes almost 1000 book tides as well as a 
major programme of loose leaf, journal and (aw report publishing. Reporting to the Managing 
Director, the role is essentially hands-on, controlling the finance function, directing die 
production of timely accounts, strategic plans, forecasts and the provision of advice on business 
issues. Emphasis is also placed upon the enhancement of control and costing systems. 

A qualified accountant with significant Financial Director experience, you will be highly PC 
literate and possess solid product costing and financial management exposure in a publishing or 
manufacturing environment, where emphasis is upon tight financial controls. Energy and vitality 
are essential coupled with the skill to liaise effectively with other members of the business team. 


NFER- NELSON is tbe U.fC's leading provider of testing, assessment, management publications 
and services, for the educational, business and healthcare markets. The requirement is for a 
talented individual to report to the Managing D i r e c t o r and contribute to the continual profitable 
growth of the company through 1 successful, innovative financial management. Key areas include 
advising on strategic and business issues, the development and management of the MIS function, 
overseeing tbe financial aspects of marketing, publishing and production strategy, short and long 
term planning and the establishment of financial objectives. 

Qualified and in your early to mid thirties, you will already be a successful financial manager; 
possessing excellent cormnuzacatioas skills and the willingness to play a hands-on role where 
necessary. A key requirement for this position is a solid understanding of management 
information systems. 


Please f or w ard a comprehensive CV. to David Charley, adviser to the client, indicating either or both positions for which you are applying. Alternatively fax your detai l s to him on 0444 416002. 

PLEASE NOTE THAT ALL APPLICATIONS WILL BE FORWARDED TO HEATHFIELD HARGREAVES 


-HEATHFIELD HARGREAVES 


Lmko 

Chaucer House, 6 Baton Road Haywards Heath, WtsrSimac RHte ] B8 
TefcG4444Jfi&M Ha;0444 416002 


Financial 

Controller 

High profile 
commercial role 

c.£3Sk + bonus + car 

S.W. London/Surrey borders 


Our diene is a major name in the UK fin eg sector. Part of an international 
blue-chip organisation, the company has ambitious plans for continued 
growth. 

This position is commercially oriented and high profile, incorporating 
continual communication and inte r pretation of financial and brand 
performance to the Board in support of tactical and strategic dedskm- 
makmg. 

Its importance is considerable. The role is responsible for overall co¬ 
ordination of tbe business planning process and formulation of credit control 
policy. 

The ideal candidate will be a high achiever in his or her late 20s to 30s, a 
qualified ACGA, ACMA or ACA with at least three years' hands-on 
experience in a highly commercial environment. Astute in business you will 
have the interpersonal and communications skills to liaise with both senior 
colleagues and customers. Yon will also have proven management slaDs to 
carry a substantial workload and to develop the Management Aaxmaring and 
Credit Control teams for which yon will be responsible. 

Your rewards will be substantial As a key driving force in the business 
planning process, your contribution merits a salary around £35,000pa plus 
per form ance related bonus and comprehensive benefits inchufing a quality 
company car. For an ambitious, achievement oriented individual, the career 
prospects are excellent 

In die first instance, please write enclosing a foil cv to Steve Gardner, 

Stafford Long & Partners Recruitment Limned, 

} CVv W n ~ 14 Whitfidd Street ’ 10041011W1P 5RD. Tel* 071-255-3200. 
§l§|||ifr Please quote reference 5498. 


Q£ EATOffiRS 



OPPORTUNITIES IN 
HONG KONG AND CHINA 

Cantonese Speakers Attractive salary packages 


Our Hong Kong practice, established in 1972, has grown 
rapidly and profitably. We have a significant presence in Asia 
and die Pacific region and recently we were one of die first two 
professional firms to set up a joint venture accounting practice 
in Beijing. Well positioned to service our multinational client 
base, we continue to expand by investment in quality. 

Tax Division 

We are seeking newly or recently qualified accountants who 
wish to specialise in Tax. This is a growing and exciting area of 
our practice which will develop your business and 
management skills. Full training will be given in Hong Kong, 
U.5. and Chinese Taxes. Opportunities exist in our Hong 
Kong, Bei jing and Shanghai offices. 

Audit and Business Advisory Division 
We are seeking candidates from Senior to Manager level to be ' 
based in Hong Kong. Candidates will gain considerable 
financial consultancy and business advisory experience which 
will include strategic planning; productivity reviews; financial 


feasibility studies and corporate recovery services. Experience 
in these areas will be gained across a wide range of industries. 

Suitable candidates should be qualified ACAs and fluent in 
Cantonese A knowledge of Mandarin would be desirable For 
both arras of specialisation, we provide outstanding training 
which takes place on a local and international level. Career 
opportunities are excellent for candidates who have strong 
interpersonal skills and Leadership qualities. A proven trade 
record is essential. 

To find out more about these positions, please telephone 
or write to: 


Carmel MaUon 
Arthur Andersen 
1 Surrey Street 
London 
WC2R2PS 
Tel: 071-4385814 


•ERSEN 


Ajcthur Andcrsen&Go 5C 


MAJOR US INVESTMENT BANK 

Equities Product Controller 


City 


Our client, a leading force in international securities trading and 
sales, continues to grow in terms of product base, business 
volumes and profitability. Sustained expansion and internal 
promotions have created the need to recruit a commercially 
mi n d e d professional to head the firm's European equity and 
equity derivative product controller's team. 

Reporting to the overall Equities Division Controller and 
m a na g ing a team of four, yon will be responsible for tbe report in g 
and'analysis .of P&L, position and ride in respect of the firm's 
equities trading and sales activities. This will involve extensive 
contact with the front office and close liaison with senior 
m ana g e m ent in London, Conti nent a l Europe and New York. 


c.£40,000 + car + bonus 

A graduate aged 26-31, yon will be creative, energetic, highly 
numerate and will have a sharp, analytical brain. Solid 
accounting skills and a strong control mentality are essential as is 
financial product knowledge, preferably, of equities and 
de ri v ati v e s. 

A strong man><manageq you will be able to lead.and develop a 
team, in cr ea sing its effectiveness. 'Em! will understand settlement 
a*\A systems issues, will have the maturity and cr edi bi lity to deal 
with management at all levels and will thrive in a dynamic, 
resuhs-orientated environment. 

Career pro s pe c ts are superb within this exp a n d in g or ganis ation. 


Interested candidates should write to Janet Bullock at BBM Associates Ltd (Consultants hi Recrtaitnent) at 76 Wbtlinf Street, 
London EC4M 9BJ. Alternatively use our confidential fox line on 071-248 2814. AH applications will be treated mthe strictest amfidentx. 


76, 'Wading Street, London EC4M 9BJ 


Tefc 071*248 3653 Rue 071-248 2814 





[ wt TUN 


STEPHANIE COX-FREEMAN 
071 *734027 


The Financial Times will be publishing tbe final examination results 
of the candidates that have qualified to join tbe 
Fellowship or the Institute of Actuaries 
on Friday 10th July 1992. 

Tb advertise career opportunities in the insurance and pension industries please call 
Richard Jones on 071-873-3460 


now seeks a 


Manager, the Company 
ist in setting op sod 





SEAftCB* SELECTION 
SUITE 303. BUCKJ-TUAKS FOCWtr, 

136 BLACKHtUHS HOAD. LONDOSEl SEN 
TELEPHONE: 071-7217283 HC9H0£7I'7ZI 7288 




'J 


GENERAL 
MANAGER, d 
FINANCE M 

Salary £40K plus benefits 
including Bonus and Car 

Disctrortcs (UK] Ltd., is the (eating Independent manufacturer of 
compact tiscs In the United Kingdom. We haw an outstanding reputation 
far producing high quafity classical, jazz and pop CD’s. 

As a result til increased product demmd, our plant in Horsham, Wear Sussex 
is undergoing a period of rapid growth. To assist us fa developing business 
further, we are seeking an experienced finance professional to wortt as part 
of the general management group, with the energy and leadership sW»s to 
drive our business forward, contributing to business development, business 
planning and strategic planning. 

The successful candidate wffl be educated to post graduate level, with a 
professional accountancy qualification or an MBA, and wffl enjoy operating 
as a member of the genera) management team. Significant experience wffl 
also have been gained In a senior financial rota within a medium stead 
multinational manufacturing organisation. Experience in business 
management, fund/ng/Snanca and pfenning with tuBy Integrated 
manufacturing systems is also desirable. 

As part of the general management group, areas of responsfaifitywB include, 
management of the accounting and credit departments, establishment of 
new computerised financial planting and reporting systems,- cash flow 
planting and control, implementation of near inventory control systems, 
contributing to business development and pfenning and the development 
of financial and Cost Improvement analysis to assist the department 
heads in achieving higher efflefendesand control.. ' - 

For further information please can Sue Stephen on 0403 732302 or 
to apply, pteasa sand a fun CV to: Suo Staphen, General Manager, 
Human Resources, Dtectron lc s Manufacturing (UK) Untied, 
Southwater Business Park, Worthing Road, Southwatar, West 
Sussex RH137YT. 



DISCTRONICS 



Air 2000 Limited, a subsidiary of Owners Abroad Group Pic commenced options 
as a charter afrCne In Spring 1987. Over the past five years the campy nag 
expanded to a fleet of fifteen Boeing 757 and four Airbus A320 aircraft. Aboo Js 
the holder of the Silver Globe Charter AWne of the Year Award for both Hand 
1991. i;" 

TMsexpanskxihasledtothefoltov^ ri^pbrifkjns: t .\' 

FINANCIAL ACCOUNTANT - Responsible for the maintenance of all flrxancta^ta. 
Including preparation of statutory accounts and compliance with accofog 
regulations. • 

TREASURY ACCOUNTANT - Responsible for the Cash Management reporffn^d 
Treasury Raison with a Group Treasury function. Treasury or banking expert© 
essentia!. 

V 

The successful candidates will be recently quaflfiod accountants possessing 
skills In cornmerclai acumen, computer literacy and communication. T 

These chcfllengfrig career positions offer attractive salaries with other benefited 
associated with a successful and progressive aWhe. .1 

NO AGENCIES PLEASE -1- 

Please apply In writing, stating position applied for and enclosing fun curricull 
vffae tor- ? 

* .ii 

Air 2000 Limited 

Oakdale, BroadfleW Park, Brighton Road, 

Crawley, West Sussex rani 1 9RT 


FINANCE DIRECTOR 

c £60,000 plus car and benefits 
North West 


Our client, a highly respect e d and profitable 

PLC with a turnover of over £25 million, Is a 
market leader to its Reid. It Is committed to 
providing the highest quality service to a 
wide range of customers. 

A Finance Director Is required to 
manage the total group and subsidiaries 
finance function. The selected candidate 
will report to the Group Managing Director 
and win have a seat on the Board. Duties 
wfll Indude managing and developing the 

accounting team and reviewing and 
upgrading systems. The rote also 
encompasses Raison with auditors, bankers 
and other profession^ advisees. 

Candidates will be either ACA orOMA, 
aged 35 to 50 years, with several years’ 


experience In Industry, manufacturing or - 
the service sector. The selected candidate 
wOT be a team player who Is capable of 

making a real contribution to the future 
success of the business. TWsfeahtah ' 
profile, ‘hands-on’ rote, which will 
require genuine abtfHy. experience and - 
presence. 

Attractive benefits indudea competitive 
sday. executive car. permanent health, 
medical and life Insurance, contributory 
pension scheme and relocation expenses (f 
appropriate. . _ 

Pfease send your career and current 
salary details, together with aday time 
telephone number, to Richard Brasher at 
the address below : 


UK A MANAGEMENT CONSULTING LIMITED 
Tectonic Place. Holyport Rood. 

Holypori. Maidenhead. Berk:-. SL6 2YE 
Telephone: (0-323i 798015 
Fax.(06231 798’33 
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Price Witerhouse 0 


EXECUTIVE SELECTION 


Ditfbctor of Tax 

c.£75 3 00p -f- bonus 6/ executive package Thames \&Uey 


Focused, acquisitive, international 
and highly pro fieble - this UK baaed 


group has earn©!; its reputation for 
being one of dMoommant players in 
all its key fieldyf operations. 

Leading a t Am of professional 
staff, your print tasks will be the 
optimisation ojjhe Group’s 
worldwide tajfjositioa and the 
pffirie nr managmp.n t of the tax 
function. V- 

A posiriv&pproach to tax 
planning Bolijmanagement 
expemse^a. ^ sto n g accounting bias 

presence thapas been gained in an 
existing nunaer one/two 
rornTporf H ^ I Ale are the ' 
fundamental Sound international 
experience particularly US and 
Europe) is ®P essential. 


Other key requirements include 
an ability to communicate complex 1 
tax issues to senior operating 
executives in a non-jargpmstic and 
meaningful fashion; die knowledge 
and confidence to give (at short 
notice) sensible, broad indications as 
to how deals ought to be structured; 
and the capacity to give cogent, short 
notice briefings on key tax issues 
facing the Group. 

Ideally a qualified accountant, 
you will be an outgoing and 
confident team player with a down- 
to-earth and practical demeanour, 
equally comfortable when presenting 
to the board and dealing with senior 
external advisors as when focusing 
on the day-to-day management of 
your team and ensuring that 
deadlines are met. 


An “executive status 1 " 


remuneration package reflects the 
high level of commitment and energy 
that the Group requires within an 
environment where tax issues are 
taken seriously and where the tax 
numbers have a high profile. To 
pursue this further, either telephone 
Hamiah Davidson on 071 939 6312 
for an informal disscussion. 
'(confidentiality will be fully 
respected) or write to him quoting 
reference H/1249/FT at 
Executive Selection 
Price Waterhouse 
Management Consultants 
Milton Gate 
1 Moor Lane 
London 
EC2Y9PB 
Fax: 071 638 1358 


Financial 

Controller 

West London, 
c£40,000, Bonus, Car 


Budget Rent a Car (s one of the largest vehicle-rental groups, not only 
• in the UK but also worldwide. 

Their current growth, coupled with ambitious development plans for 
the UK corporate business has, as part of a major restructure, created 
a key opportunity at UK board level for a Financial Controller to be 
based in the UK's new Corporate Headquarters in West London. 

The primary responsibilities wilt include the direction of finance and 
accounting, strategy, planning and budgeting for the UK operation. 
The role Is at the centre of an organisation with predominantly low 
value/htgh volume safes, in a multi-site environment. Previous 
experience In a simitar operational role is therefore viral. 

Applicants, probably in their thirties or early forties, will need to be 
self-motivated qualified accountants with highly developed 
management, leadership and interpersonal skills, essential to thrive 
within a highly successful, tightly controlled American owned 
international business. As an individual, you are also likely to be an 
instigator with Hair and vision, eager for the continual change 
necessary to Improve Budget's market share. 

The company is now entering a very exciting and challenging phase 
and international career moves within the Budget global organisation 
wilt increasingly be encouraged. A second language will therefore be 
highly desirable. 

An attractive package is offered which indudes a bonus sdieme, car 
and other large company benefits. 

Male or female candidates should submit in confidence a 
comprehensive cv to: C. Sexton, Hoggett Bowers pic. 
1/2 Hanover Street. LONDON, WIR 9WB. 071 734 6852, 
Fax: 071 734 3738. Quoting Ref: H4200I/FT. 


Hoggett Bowers 


BIRMINGHAM. BRISTOL CAMBHHJCE, CARDIFF, EDINBURGH, I£EDS, LONDON, MANCHESTQl; NEWCASTLE. WINDSOR and repraeatotbrn tfaDagkoat EUROPE 


1 Accountant 

Off and Gas exploration and production 

Uxbridge based 


Financial Manager 

Hungary Exceptional Remuneration Package 


*TbqU 

J ga&co 
You w 


Subsidiary of one of the largest independent oil and 
ramies in the world has a challenging opportunity for 
JsaJified Accountant. 

d assist the Senior Accountant with Financial 
ting and Reporting. You will also have personal - 
Utility for: 

luuiagement activities. 

ily VAT returns and G88 returns to HMCE. 
firing and controlling of the active inter-company 
at with die parent company. _______ 

ring and monitoring the annual UK 


Applicants should be port-qualified and able to handle a 
high volume of work in a computerised environment You 
must possess excellent written and verbal communication 
skills and be high in initiative. 

Based in an attractive, modem office complex in Uxbridge, 
you will enjoy an excellent remuneration package, enhanced 
by benefits including non-contributory pension, free medical 
and life insurance, and an employee share savings sdieme. 

For immediate consideration, please send your 
CV. complete with salary details to: Bob Reed, 

Stafford Long & Partners Recruitment Ltd, 
nBflP 12-14 "Whitfield Street, London W1P 5RD. 
lliriSr ■ Please quote refi S497. 


* Our client is a prestigious leader in its own 
mrnaa highly specialised field and has been successfully 

selling its products worldwide, 
m The company has recently joined forces 
with a major French industrial group with a 
complementary product range, thus becoming 
one of the largest manufacturers of its kind in 
Europe. The joint companies have ambitious 
development targets and are ready to launch 
several major projects in order to expand and 
strengthen their market share. / 

■ To ensure that all financial controls are ^ 

developed to the required level in order to “ 

support the vastly enlarged business, the 
company has created the position of Financial pat 
Manager, initially reporting to the Finance . pj 
Director and intended to succeed him in about 
2 years time. youi q 

* As well as having day to day responsibilities for Pabct 
a large accounting department, the successful menu 

candidate will be the driving force behind the jgH 
implementation of new accounting and control raJ 


wn systems. He/she will also have responsibility 
illy . for the design and implementation of 
management tools and the company's 
, s financial operations. 

i ■ The ideal candidate should be a qualified 
accountant in the 35-40 age range with good 
technical and staff management abilities, 
preferably acquired in an international industrial 
environment He/she should be capable of 
managing change in a constructive fashion and 
participating in top level decision making. He/she 
should be of Hungarian origin but fluency in English 
is essential and some know/edge of French would be 
advantageous. The highly competitive remuneration 
package reflects the importance of the appointment 


» Mease send your curriculum vitae, together with 
details of current salary, to Suzanna Karoly, Ernst & 
Young Corporate Resources, Becket House, 1 Lambeth 
Mace Road, London SE17EU, quoting reference SK403. 

=3 Ernst &Younc 
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Michael Page Finance 

International Recruitment Consultants 


REVIEW OF UK SENIOR 
FINANCIAL APPOINTMENTS 


Over 12,000 senior executives, pre¬ 
dominantly Managing Directors and 
Finance Directors already receive the 
Review of UK Senior Financial 
Appointments. 

Compiled by Michael Page Finance, in 
conjunction with the Financial Times, 
this Review is the only comprehensive 
analysis of its type. It is an essential aid 
to manpower planning and budgeting, 
the determination of recruitment 
personnel and salary policies, and 
provides an immediate, up-to-date guide 
to the financial recruitment market. 

Its contents include the identification of 
salary levels and recruitment volumes 
within the accountancy discipline, 
analysed by sector, sue of company, level 
of appointment and geography. 
Comparisons are provided -which 


demonstrate trends on an ongoing basis. 
Distribution is exclusively to relevant 
executives and is available strictly on a 
requested basis. 

If you would like to receive the Review, 
we will be pleased to send you a 
complimentary copy of the current issue: 


PLEASE ATTACH YOUR BUSttESS CARD HERE 


■WTO SEND IT FOfl THE ATTENTION OF MMDV CROSBY. 
THE UKP1NANCW.APPOMTMENTSREVEW, 

" 30-41 PARKER STREET, LOftoON WC2B SLR ■ 


FT 



The top 
Opportunities 
Section 


appears every 
Wednesday 

For 

advertising 

information 

call: 


Stephanie 
cox-Freeman 
071873 4027 

Elizabeth 
Arthur 
071 873 3694 


MMMBB 


EUROPEAN FINANCIAL 
CONTROLLER 


c £50,000 + bonus + executive benefits 


Bracknell 


Inmac is the world's leading 
direct mail marketer of 
computer supplies, accessories 
and after-market data- 
communications equipment 
with operations in the USA, 
Canada, Japan and in six 
European countries. Worldwide 
annual turnover is $300m +. . 

Following internal promotion . 
and reporting to the Corporate 
Director of Finance based in 
California, this key senior 
management position provides 
primary financial and 
administrative support to the 
Vice-President - European 
Operations through the 
planning, co-ordination. 


TTi 
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DIRECTORS 


SEEKING A NEW ROLE? 


Demand mote itan well meaning Career Counselling orOutptacement advice 
Insist on real direction to your Job scan* based on current market Intelligence from tbe 
lathes: outplacement anil career management coasultancy providing cost effective services 
to employers and iq individuals seeking career progresskm 


between£40,000and<£ 200,000 p-a. - ^malreattcooime^^ 
camlklarc bank without charge 

Can Keith Mirchcfl on 071-930 5<Mlfcr an cxpioraioty mettlngwithout obligation 
[antisccr House, 19 Outing Croa Hoad^tcnitoo WC2H OSS. Pax 071-93P 5048 


l N T'l : R E X li C P I. (’ - means much more 



INVENTORY ANALYST 

Rapidly g row i ng oil trading firm 
aepfcs an aggressive radyu far ptah 
rung and control of iu Breopeaf 
inv ent ories. Rcrpon-a ibilfr i e s trill 
bo focused on a newly acquired 
refinery . along wrthTermihal opera¬ 
tions throughout Enrope. The 
candidile should be i prefieieuL syi-. 
Kin Btcr. both mainframe and PC 

OR mdmny/bwefxofyexpen6noe 

preferred, German speaking hetpfUL 

Box No. A1881, Financial Times, 

' One SoMhwnfc Bridge* 
London SE19I1L. 


Finance Director 

Birmingham . 

£30,000 + Car 

Our client is a market leader in the capital 
equipment manufacture and hire sector. This 
£20m t/o Division is part of an £85m t/o PLC 
with - a successful growth record in both 
international and domestic markets. . 

This is a newly created position designed to add 
financial weight and experience to an 
established management team. Yon mil be 
pro-active in the development of the finance 
function in two locations. 

You will be a qualified accountant, an 
accomplished decision maker, with strong 
interpersonal and management stalls. You will 
have a proven track record of managing change 
in a senior management position preferably in 
the manufacturing sector. 

Contact AB*oa Hacfcett an (1021) <531 4211 (Day) or 
(0299) 270341 (Evenings & Weekends). Write to 
Neville House, 14 Waterloo Street, Birmingham 
B2 5TX or fine your CV on (021) 643 7305. 

BADENOCH 8. CLARK 

recruitment specialists 


management and control of the 
European finance, accounting 
and treasury functions. 

To be eligible for consideration, 
you must be a qualified 
accountant, have had a 
successful track record including 
previous European experience, 
have worked for US 
multinational and ideally have a 
second European language 
Excellent interpersonal and 
communication skills are 
essential and you must have the 
drive to make a major 
contribution in a challenging 
growth environment. 

Please send a detailed CV 
indicating salary progression to: 
Ray European-HR Director 
Inmac (UK) Ltd, Westerly Point, '' 
Market Street, Bracknell, Berks. 
RGI21EW. 


ACCOUNTANT 

LONDON 


£24k + Car + Benefits 

There are few independent breweries who can rival the 
success of our dient They have a long and profitable history plus 
a cunwrt turnover In excess of £70nv. ... 

If you area progressive, industry trained and fuDy qualified 
(□MCA. ACCA, AjCA) accountant you could share in this success 
by providing professional support to their Group Financial 
Accountant 

This varied role covers monthly financial reporting, cash 
management, statutory and fiscal reporting, ad hoc project and 
cost analysis plus budgeting. - 

Tb meet this diaUenge you must be dommerdalfy minded, 
with an awareness of current finantial/legal matters and a 
knowledge of PC.spreadsheets (eg. Lotus 1-2-3). Good 
communication skills, flexibility and the ability to work to tight 
deadlines are also vftaL 

Applications wifi also be aansidered from young, ambitious, 
quaHfiedaocnuntanls who are ready to.vwrfc hard and leani fasL _ 

To apply please send your full O/, quoting ref R4824 by 
2nd July, to Peter SUmos, Director, The Recraitiiient Advertising 
Company, 42 Pembroke Road. Ciftoa Bristol BS83BQ. 

Please name any companies to whom your application 
should not be forwarded. 





















































COMMODITIES AND AGRICULTURE 


Climbing copper prices 
boost trading at LME 


Coffee talks | Chateau quality crosses the Andes 


make little 
progress 


Leslie Crawford on an invasion that is revolutionising ! Chilean wine 


By Kenneth Gooding, 
Mining Correspondent 


• » v-. <:* •>" 
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CLIMBING COPPER prices 
yesterday sparked one of the 
busiest trading days on the 
London Metal Exchange for 
several months. Other metal 
prices - particularly those of 
zinc and tin - followed In cop¬ 
per’s wake. But some analysts 
quickly discounted suggestions 
that buoyant metals prices 
were indicating a rapid world 
economic-recovery. 

Copper, used in a wide range 
of industries such as construc¬ 
tion, transport and communi¬ 
cations. historically has been a 
leading indicator of economic 
recovery. However, at present 
its price was being pushed up 
not by any strengthening of 
demand but by worries about 
supplies, suggested Mr David 
Humphries, an economist at 
the RTZ Corporation, the 
world's biggest mining group. 

Metals demand in Japan, 
which accounted for about IS 
per cent of world usage, would 
fall this year. Prospects in the 
European Community, 
accounting for 30 per cent, 
were looking dim because Ger- 


•3 months metal (£ jjier .tonne)’ 
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many, the driving force, was 
“coming off the boil,’' he 
added. Only in the US, 
accounting for 25 per cent of 
world metals usage, was 
demand showing signs of 
recovery. 

Mr Graham Defier, analyst at 
the Metals & Minerals 
Research Services consultancy 
group, pointed oat that OECD 
industrial production - an 
important indicator of poten¬ 
tial metals demand - was 
lower in the first quarter this 
year than in the final quarter 


of 1391 and was unchanged In 
the 1992 second quarter. MMRS 
was looking for industrial pro¬ 
duction to Improve by only <X5 
per cent this year. 

“As industrial production 
usually leads metals prices by 
about six months, even if there 
is a pick-up in the second half 
of this year, we would not see 
any big pick-up in metals 
prices until late 1993 or even 
1994,* said Mr Defier. 

Copper’s price in dollars 
jumped to the highest level for 
more than a year on the LME 
at one point yesterday. Three- 
month copper closed last night 
up £13.75 a tonne at £1,277. 

Three-month zinc closed at 
$3*277.50 a tonne, up $32. Trad¬ 
ers suggested this reflected 
fears that the market’s techni¬ 
cal tightness would continue 
for some time. Mr Humphries 
said: “There has been so much 
activity In the zinc 
market I’m reluctant to say 
whether any price movement 
2s evidence of anything** «B." 

However, he said tin contin¬ 
ued to reflect substantial pro¬ 
duction cuts in recent years. 
Three-month tin closed last 
nigbt at $6,852 a tonne, up $115. . 


By Davkf Blackwell 


U NTIL QUITE recently, 
Chile's vineyard own¬ 
ers could boast of their 
unpronounceable Basque 
names, family lineages dating 
back to the Spanish conquest, 
and little else. Wine-making, 
like the local aristocracy, was 
trapped hz a time-warp. The 
industry was both moribund 
fltiri unprofitable. 

This was before globe-trot¬ 
ting foreign vintners set their 
eyes on Chile’s central valley. 
Mr Miguel Torres of Spain was 
the first to arrive, in the early 
1980s. He declared Chile a 
“wine-makers’ paradise” and 
bought 500 acres in the central 
valley. Mr Torres was followed 
by Baron Eric de Rothschild of 
France’s Chateau Laflte, Calif¬ 
ornia’s Franciscan Vineyards 
and most recently by Mr Bruno 
Prats of Chateau Cos D'Estour- 
neL 

A recent survey by the Wine 
Spectator found Chile to be the 
most popular destination 
among foreign Investors in the 
business. Even hanfr c anr»h as 
the Toronto Trust of Canada 
are buying vineyards in Chile. 

They are being lured by land 
values that are a fraction of 
those in the Napa Valley or 
Bordeaux, the virtual absence 
of vine pests and a climate that 
is ideal for viticulture: hot, dry 
summers cooled by Pacific, 
breezes at night 
The foreigners have entered 
into a race to produce moder¬ 
ately-priced quality wines out 
of Chile, and local winemakers 
have been quick to take up the 
challenge. An estimated SlOOm 
is being invested in land pur¬ 
chases, planting new vines and 
importing technology to mod¬ 
ernise Chile’s antiquated win¬ 
eries. Some 25,000 acres of 
vineyards will come into pro¬ 
duction in four to five years’ 
time. 

The fortunes of Los Vascos, 
an ailing 230-year-old vineyard 
owned by Mr Jorge Eyzagrarre, 
staged a fairy-tale recovery 
after Baron Eric de Rothschild 
bought half of the estate in 
1989. A new state-of-the-art 
winery was built in 60 days 
with Baron Eric scrapping the 
quaint old wooden barrels and 


TALES ON a new 
international coffee agreement 
did not appear likely yesterday 
to come up with any ooncfu- 
stons that could halt the down¬ 
ward spiral in prices. ■ 

London's robusta coffee mar¬ 
ket was quiet, awaiting devel¬ 
opments at the International 
Coffee Organisation, where the 
taRrs are due to mid this even¬ 
ing. 

The momentum towards a 
new agreement has undoubt¬ 
edly gathered pace since 
March, when the Brazilian 
exporters decided to end their 
opposition to export quotas. 

Since ICO talks in April 
ended Inconclusively producers 
have had meetings to try to 
hammer out a policy, but con¬ 
sumers have not met 

Yesterday delegates were 
wrestling with the problems of 
so-called selectivity, which 
aims to classify coffee in order 
to give consumers choice over 
which type they import. The 
mood was better than early in 
the week, but, in the words of 
one producer, the talks were 
“like jogging on the spot”. 


Flooded Bolivian farmers on hunger strike 


By Francis Freislnger In 
Santa Cruz 


THE BOLIVIAN Eastern 
Fanners Chamber (CAO) has 
declared an indefinite hunger 
strike In protest at the lack of 
government aid in the wake of 
the agricultural disaster that 
has struck the Santa Cruz 
department as a result of 
months of flooding. Peasant 
groups have announced other 
measures In support of the 
CAO - including road blocks 
- and a regional general strike 
may follow. 

Santa Cruz in the east of the 
country, which produces 90 per 


cent of Bolivia’s agricultural 
exports, principally soyabeans 
and sugar, has been devastated 
since January by the worst 
floods in living memory. At 
least a third and possibly as 
much as half the crop has been 
lost already and the sowing of 
the next crop has been 
seriously disrupted, the losses 
will continue for another har¬ 
vest. At least $l00m has been 
lost to date, a vast sum for 
Bolivia. As a result there will 
be a marked reduction In GNP 
growth this year according to 
economists. 

Nearly a hundred formers 
from the CAO have joined the 


hunger strike, farhnUng some 
of the wealthiest men In the 
country, and as many as 500 
more are poised to follow. In a 
remarkable development, the 
hardline right-wing farmers 
have literally become bedfel¬ 
lows with their traditional 
enemy, the Bolivian Workers* 
Central (COB), the national 
union confederation which still 
adheres, at least in theory, to a 
revolutionary Marxist ideol¬ 
ogy. Some of COB leaders have 
joined the hunger strike and 
are now sleeping in the same 
room as the farmers. 

The fanners are calling for 
much more direct government 


Danes face ruin as drought continues 


SEVERAL THOUSAND Danish 
formers appear to be facing 
ruin as a result of the worst 
early-summer drought in living 
memory, writes Hilary Barnes 
in Copenhagen. 

Farmers in some areas began 
harvesting this week, a month 
earlier than normal. In other 
areas they were ploughing 
back spring-sown crops, which 
have been destroyed by the 
drought 

The national average grain 
yield “as of today” is expected 
to decline by 20 per cent for 
winter grain and 25 per cent 
for spring grain, according to 
the State Agricultural Advi¬ 


sory Centre. The spring rape 
and pea harvest will be down 
by at least 35 per cent, while 
the yield from winter rape will 
be down by 15-20 per cent 

Mr H-A.O. Ejeldsen, presi¬ 
dent of the Agricultural Coun¬ 
cil (umbrella organisation for 
all the main former’s organisa¬ 
tions) as appealed to the indus¬ 
try’s creditors not to panic and 
urged the government to work 
out a form of drought aid 
which will not further increase 
farm debt 

The Minister for Agriculture, 
Mr Laurfds Tornaes, said on 
Tuesday that he was consider¬ 
ing how to help the worst-hit 


groups of farmers. 

The Advisory Centre’s 
figures are averages, and yields 
in areas where there are light, 
sandy soils, such as north and 
west Jutland, may fall by 
between 50 and 75 per cent 
generally, with, some fields 
yielding nothing at alL 

The “as of today” outlook 
could worsen rapidly if there is 
no tain soon - and the fore¬ 
cast is for fine, sunny weather 
for the next week. The Danish 
grain harvest totalled 9.6m 
tonnes in 1990 and &8m tonnes 
in 1991, while the rape harvest 
is about 800,000 tonnes annu¬ 
ally. 


and international assistance as 
well as rescheduling of loans 
from both private banks and 
multinational institutions, 
principally the Inter-American 
Development Bank. They are 
demanding - sp ecial help for the 
smaller farmers, worst hit 
financially because of their 
lack of access to credit, as a 
result of which thrmgnnria face 
bankruptcy. The CAO Presi¬ 
dent. Mr Sergio Justiniano 
said: “We will remain an hun¬ 
ger strike until a global solu¬ 
tion is found”. 

The Hooding is partly the 
result of exceptionally heavy 
rains that have accompanied 
the El Nino cyclical Pacific 
weather phenomenon, which 
has elnn brought flooding this 
year to Peru and Ecuador. 
However, according to ecolo¬ 
gists, the effect has been exac¬ 
erbated in Bolivia by the exten¬ 
sive deforestation that has 
accompanied the agricultural 
boom of the past few years 

Despite officially declaring ; 
the region a disaster zone, the 1 
g o v e rnm ent Haims that it is 
unable to help. Mr Hugo Loz- 
ino, minister of peasant devel¬ 
opment said: “We have done 
what we can. Bolivia is a pom: 
country and can’t afford to do 
more". _ 

It seems unlikely, however, 
that the government will be 
able to resist the powerful alli¬ 
ance confronting ft, especially 
as it faces unrest in other key 
sectors, including mining. 



Zinfandel, will be imported 
from California in August A 
new winery will be ready in 
time for the first harvest in 
1994. 

European and American pal¬ 
ates, meanwhile, have devel- : 
oped a thirst for Chile’s new 
wines. Exports have grown 
five-fold in as many years. Chi¬ 
le’s Wine Exporters’ Associa¬ 
tion estimates that 10m cases 
will >e shipped abroad this 
year, worth about SlOOm. Chile 
recently overtook Germany as 4 

tiiM lawoct urine ” 


HatatMuglM 

Jorge Eyzaguirre’s vineyard staged a fairy-tale recovery 


introduced temperature-con¬ 
trolled stainless steel tanks to 
improve maceration. He sends 
bis chief enologist. Mr Gilbert 
Rokvam, to supervise the ven- 
djma (harvest) every March. 
Mr Rokvam brought French 
oak barriques crafted at Cha¬ 
teau Lafite to age Los Vascos’ 
Cabernet Sauvignon. After four 
vendimes, Mr Rokvam says: 
“We are creating a French cha¬ 
teau in Chile in the tradition of 
the great Bordeaux wines”. 

The revolution at Los Vascos 
has been so complete that Mr 
Eyzagtdrre refers to his pre- 
1989 vintages as “old testa¬ 
ment'. in contrast to his “new 
testament” wines fashioned by 
Chateau Lafite. 

The Rothschild calling card 
has also opened up foreign 
markets. Almost the entire pro¬ 
duction from the 550-acre 
estate of Los Vascos, about 
150,000 esses a year. Is 
exported to 24 countries. It is 
almost impossible to get hold 
of a Los Vascos bottle in Chile, 
unless you are invited to lunch 
at the Eyraguirre’s 200-year-old 

liaripnri? 

Mr Eduardo Chadwick, the 
great-great grandson of the 
founder of the Errazuriz Pan- 
qnehue vineyard, struck a sim¬ 
ilar partnership with Francis¬ 
can Vineyards three years ago. 
He says the Californians’ 
expertise came just at the right 
moment 


Franciscan scrapped the bid 
wine-presses, introduced cold 
fermentation for white wines, 
and new oak barriques (small 
barrels) from the US to lend 
more character to the reds. 
They also introduced the latest 
vineyard management tech¬ 
niques - heavy pruning, drip 
irrigation - that imparted 
more flavour to the fruit. 
Together, they exported 70,000 
cases of their Cali terra label in 
1991, and demand in the US is 
growing by 50 per cent each 
year. 

“We can taste the improve¬ 
ments with every new vin¬ 
tage,” Mr Chadwick says. “111 
five more years Chilean wine¬ 
making will have come of age.” 

Mr Chadwick and Franciscan 
Vineyards parted company ear¬ 
lier this year because of differ¬ 
ences over expansion plans, 
but the US winemaker has 
stayed in Chile 

Franciscan has just bought 
7,500 acres in the hottest new 
vineyard region in Chile - the 
Casablanca valley between 
Santiago and the port of Valpa¬ 
raiso. Casablanca is acquiring 
a reputation for producing the 
best Chardonnay grapes in 
Chile, and land prices there 
have doubled almost over¬ 
night Franciscan is investing 
$6m to transform framer graz¬ 
ing fields into a prime wine 
estate. The first vines of Mer- 
lot, Chardonnay, Cabernet and 


the third largest wine exporter 1 
to the US, behind France and 
Italy. 

With the river of wise flow¬ 
ing out of Chile last becoming 
a torrait, exporters are begin¬ 
ning to lock horns over mar¬ 
keting ‘strategies. Small vine¬ 
yards, sich as Los Vascos and 
ErrazuzS Fanquehue, believe 
Chile’s test chance is to estab¬ 
lish a njbfie in the quality aid 
of the narket. “Our quin 
object!veis not to grow in vol¬ 
ume but o win a better recog¬ 
nition foraur wines,” Mr Chad¬ 
wick says 

Th&falgilayers, such as Con- 
cha y Tor and Santa Rita, are 
keen to c£b in on the export 
bonanza ad argue that .they 
are not ssxificing qualify for 
volume. • ■ ' M 

Santa Bta’s exports have* 
been douhbg every year and 
Mr Rodrigi Buzeta, the win¬ 
ery's expor manager, says he 
can barely feep up with orders 
from abrod- He says Santa 
Rita will sfy 500J100 cases, to 
80 countries this year, worth 
more than fjhn. ■*’ 

But even ie acknowledges 
that this famed expansion 
carries risk The European 
Community-a swimming in 
wine lakes, te world is satu¬ 
rated with pink, and whip-lov¬ 
ers are drinkjg less, although 
they are spmmg more on pre¬ 
mium wines, fr Buzeta-says 
Santa Rita u pending $3m a 
year to maintqt the qualify of 
its vineyards wile it expands. 

. The company aps to be produ¬ 
cing 100 per cet estate battled . 
wines by the e* of 1994. Even I 
the race to procce world-class 
wines, he teffets, requires 
patience. ' 


;> <■ 
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British Columbia tries to end pulp stride 


By Robert Gibbons tn 
Montreal 


BRITISH COLUMBIA is trying 
to restart negotiations to end a 
damaging two-week-old pulp 
and paper industry strike. 

Mr Moe Shota, the labour 
minister asked the government 
mediator to try to get the 
employers and two unions 
back to the table by the week¬ 
end, urging both sides to dis¬ 
play flexibility. 


However the initial reaction 
from the employers was scepti¬ 
cal. “Our circumstances have 
not-changed and doling-out 
money is not in the cards," 
said Forest Industrial Rela¬ 
tions, their bargaining agent 
The strike began June 15 
after the Canadian Paperwork- 
ers’ Union and the Pulp, Paper 
& Woodworkers overwhelm¬ 
ingly refused an industry offer 
of C$1 (45p) an hour over two 
years and modest gains in 


fringe benefits. The unions last US$40 a tonne ' .US$800 to 
year accepted a 10 -month take effect from <fy l 
extension of the old contract North America softwood 
because of the industry’s, pulp stocks are remedy ti gh t, 
heavy losses - well over hut newsprint std» are suffi- 
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C$500m in British Columbia in 
1991. 

The strike by 13,000 workers 
has halted 19 pulp and paper 
mills throughout British 
Columbia. Timber prices have 
moved up and softwood pulp 
producers east of the Rockies 
are seeking a price rise of 


dent -for more' tm 40 days 
and there is spar capacity 
especially in eastei Canada. 

British Columfr accounts 
for 12 per cent of Nth Ameri¬ 
can capacity and lSer cent of 
combined North Andean and 
Scandinavian nofern sof¬ 
twood pulp capacity; 
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WORLD COMMODITIES PRICES 


MARKET REPORT 


London COCOA futures 
recovered from fresh 16^'year 
lows to record slight gains, but 
dealers said they were under 
no illusions that the long-term 
downtrend had ended. "The 
small rise was down to 
bargain-hunting. Nothing’s 
happened to change our 
bearishness,” said one trader. 
Talk of selling by Ghana and 
ivory Coast, with the threat of 
more to come, kept the market 
under pressure. New York cocoa 
futures were firm at midday on 
the softness of the dollar. GOLD 
and PLATINUM added slightly 
to earlier gains in afternoon 
trading on the London bullion 
market. But trade remained 

London Markets 


SPOT MARKK7S 


patchy and neither metal looked 
like breaking out of current tight 
ranges, dealers said. Platinum 
dealers in particular faced a 
dilemma; they were reluctant 
to go short with the situation 
In South Africa so uncertain, 
but downside pressure has been 
building recently due to a 
perceived slowdown In demand 
as major economies show signs 
of weakness. In Chicago WHEAT 
prices were higher at midday 
on forecasts for rain that could ' 
delay harvesting, traders said. 
Thunder storms in the southern 
Great Plains continue to hamper 
wheat cutting in Texas, 

Oklahoma and Kansas. 

Compiled from Reuters _ 

SMM - Lo nd on POX _ (Spar tonne) 

Raw Close Previous High/tow 


Close Previous Wgh/Low 


Jul 

SOB 

488 

506 4B3 

Sep 

323 

516 

S22 509 

Doc 

5S0 

544 

550 638 

Mar 

579 

572 

• 500 567 

May 

BX 

990 

596 596 

Jui 

816 

606 

615 605 

Sap 

634 

627 

833 624 

Oeo 

660 

08* 

659 661 

Mar 

890 

663 

697 679 


LONDON MTMLPCHWM 

_ Ctasa _ Previous 

Abmrintan* 17% paPj ($ par Mono) 
Cosh 12505-15 ' 124Z&43. 


_ [Prices supplied by Amal gamated Mata! Trading) 

Htgh/Low AM Official Kart) ctaso Opan Interest 
Total daffy turnover 2%248 lots 


i OB. (Light) 42*00 US flalla S/henrel 
Latest Previous High/Low 


Chicago 



a months 1278-7 _ 130&aeB 

Popper, Prods X (E por tonne) 

Cash 1259*40* 1245-40 


1290-1 _ 181.B31 

Total daily turnover 502S8 lots 


3 months 1277-0 
teed (E per tonne] 
Cash 282*2* 


1205 

1286/1275 


12605-1 110.074 tats 

Total daffy turnover 2,750 lota 


Turnover 8277 (3814) lots ol JO tonnes 
ICCO Indicator prices (SORs par tonne}. OaHy 
prioe tor Jun 24 063.40 (686,51) to day overage 
tor dun 25 070.04 (874*5) 


3 months 304-4 £ 
McM (J par tonne) 


28X6-175 

MS-526 


304-42 17.355 tote 

Total deity turnover 0327 tote 


Aug 

22*0 

22*9 

2292 

2272 

Sap 

22*6 

2277 

2270 

2262 

Oct 

22*8 

226S 

2267 

2251 

Nov 

2242 

2253 

2253 

2240 

Dm 

22*0 

2241 

2241 

2226 

Jan 

22.15 

923R 

‘ 2225 

2213 

Fab 

2200 

2208 

2208 

2200 

Mar 

21-78 

21*0 

21*4 

21-78 

Apr 

21*8 

21.78 

21*8 

21*7 

May 

21*8 

21*2 

21*8 

21*5 


HEATING OB. 42,000 US pafis, canta/US galls 


SOYABEANS 9*00 bu min; centa/eojug he) 
_ Close Previous Hfrhft, . 

Jui aow> aawz wwT.aai 

Aug 011/2 5C3/0 6JMJ - flOT/l 

Sap 010/4 008/4 620/0 d Vl 

Nov 023/4 613/4 62770 - gw 

dan 831/2 021/4 833/4 iffij/l 

Mar 686/0 629/0 041/D g XU 

May 643/0 038/4 044/0 -83W 

Mi 844/4 635/4 040/4. %« 1A 

SOYABEAN OIL QOOOQ Iba; oerte/U) ^ 


Cash 7155*5 
3 months 7235-45 


7190/7175 

7208/7230 


Ooae Pravtoas tBgh/Unr 


Jui 

683 

6B9 

697 682 

Sap 

708 

706 

717 706 

Nov 

725 

722 

732 725 

Mar 

758 

780 

785 780 

May 

775 

773 

783 


Uw (6 per tonne) _ 

Cs*h 685846 674046 

3 months 68SM6 673540 

Zinc, SpocM High Credo (3 per tonne) 

Cash 1347-0 1322-24 

3 months 1277* 124646 


73toa 23J16 lots 

Total daily turnover 2^21 lots 


TT75 

6675/6755 


0806-70 0*74 tote 

Total daffy turnover 26357 tola 


>361 

1289/1255 


Turnover: 1883 (3955) loti of S tonnes 
ICO Indicator prices (U8 cants par pound) tor 
Jun 24: Comp, dally 4680 (4667) 18 day average 
4134 (4849) 


UK Ooatog E/S rate: 
8tkXT:lJB15 


3 months: 1*642 


6 months: 13412 


9 months: 1S191 



Latest 

Previous 

HighAxM 


Jul 

6400 

8366 

8440 

6320 

Aug 

6430 

6391 

0475 

6390 

Sep 

6480 

8474 

6530 

6440 

Oct 

6660 

6854 

0605 

6520 

Nov 

0648 

6834 

0676 

0610 

Dec 

8700 

6899 

0745 

6070 

Jan 

6690 

0701 

0740 

0090 

Feb 

6570 

6670 

6890 

6850 

Mar 

0330 

0316 

6330 

0295 

Apr 

6090 

6090 

0 

0 


Ctoas Previous Wgh/Lo* 


New York 


COCOA 10 tonnotoWlonnas 

Ctaeo Previous HJflh/Low 


JM 2BS3 20*6 2096 vjrT 

Aug 21-04 20*1 21.14 £a0 

Sap 21*3 21*1 2129 7UU 

Oct 21*7 21.10 - 21*2 • 

Dec 21*6 2148 21.78 ran - - 

Jen 21.78 21*6 21*5 70 

Mar 22.03 21*0 22.10 . 

May 22*0 22.09 22*5 3 3 Jf. 

SOTABgAW MEAL 100 tons; Sftfln 

Oosa Pr&vtaua Highflyer ~ " 


Crude off (par barrel FOB) 
Dubai 

Brent Bland (dated) 

Brent Blend (Aug) 

W.T.I [1 pm rat) 


319.486.SQz + .025 
321.46-1*0 -.026 
321.50-1*6 
S22*0£*0z 


Aug 24440 24540 24640 24440 

Oct 218*0 21640 217.40 

Mar 20940 200*0 

May 203.00 204.00 


(Prices supplied by N M RothscMId) 


Write Close Previous Htgh/Low 


OH prednc la 

(NWE prompt delivery per tonne Off) 

Premium Gasoline 3238-240 

Gas 0(1 S 184*108 

Heavy Fuel CXI 384-88 

Naphtha 320M07 

Petroieum Argus Estimates. 

Cntrer 


Aug 28940 200*0 

Oct 268.60 209.00 

Dec 267*0 26840 

Mar 271*0 271*0 

May 27820 

Aug 279.70 


288*0 28840 
26650 267*0 
26000 28840 
270*0 27040 
2700 273*0 
270*0 276*0 


MTATOW -UateaWX _ Ototato 

Close Previous Mph/Low 

Apr *7-5 01* 86* 874 _ 

Turnover 96 [38) tots ot 20 tonnes. 


Gold (troy oz) 


8014 100 troy oz^ S/troy oz. 


Ctoee 943*0*43*0 

Opening 342*0343.00 

Morn tog fix 343.15 161*17 

Afternoon rtx 54X40 191*01 

Day's high 343*0*43*0 

Day's lew 942.70*4340 


Cl ose Previous Mgh/Low 


Loco Ldn Merer Cold Landtag Rates (Vs USS) 


Turnover Raw 262 (63) lots d SO tonnes. 

White 1346 [2314) 

Parts- White (RFr per Una): Aug 1520.11 Oct 
K16.63 


Aug 

121*0 12260 

121*0 121*0 

1 month 

3*4 

Oct 

123.80 

124*0 123.60 

2 months 

340 

Dec 

Tumre 

127*0 

rer 150 (100)loto ot 2 

127*0 

0 tonnes. 

3 months 

Storer Sx 

3*7 

p/troy oz 


Gold (per troy c>4* 3343*9 

Silver (per Pay oz)4 404.0c 

PtoUnum [per troy oz) 3384.75 

Palladium (per troy oz) 380.70 


Ckue Previous . Htgh/Low 


!T - tateaa POX 310/lnrisa point 
Ctoee Previous High/Low 


Spot 213.69 

3 months 21640 

6 months 224.15 

12 months 23540 


Copper (US Producer) 11040c 
Lead (US Producer) 374c 

71a (Kuala Lumpur mart m} I6*8r 
Tin (New York) 319.50c 

Zinc (US Prime Western) 624c 


Aug 21.48 21*7 

Sep 21.37 21*7 

Oct 21*8 21*6 

Nov 21*1 21*6 

Dec 21*9 21.15 

Jan 20*7 20*4 

I PE Index 21*3 2127 


21*9 21*1 
21.48 21*4 
21*4 2125 
2123 21.12 
21.13 21*4 
2047 2094 


Jtm 1118 1120 

Jtd 1006 1021 

Aug 1030 1035 

Oct 1180 

ten 1210 1211 

BH ■ 1122 1127 


1118 

1020 1006 
1035 1030 
1170 1160 
1210 
1122 



Close 

Prerioua 

High/low 


Jun 

3432 

3428 

343.7 

343.1 

M 

343* 

9432 

0 

0 

Aug 

344.6 

344.3 

3462 

344* 

ore 

3484 

348.1 . 

*47.0 

3461 

Dec 

348* 

348.1 

348* 

347.7 

Feb 

350* 

350* 

0 

0 

Apr 

3S26 

3625 

353* 

363* 

ten 

394* 

354* 

355* 

355* 

Aug 

357.4 

357* 

0 

0 

PLATWUM SO Voy CK 9/troy oz. 



Ckae 

Previous 

High/Low 


Jun 

3664 

3664 

0 

0 

Jte 

358.6 

36B4 

3625 

330* 

Oct 

387* 

387.1 

370* 

308* 

ten 

366* 

365* 

367.0 

366* 

Apr 

366* 

365* 

368* 

365.7 


Jul 

801 

782 

007. 

786 

Sep 

053 

631 

084 

835 

Dec 

806 

886 

906 

890 

Mar 

900 

830 

849 

835 

May 

890 

960 

079 

975 

Jul 

1010 

890 

1006 

1008 

Sep 

1087 

1020 

1030 

1033 

Oeo 

1077 

1000 

0 

0 

Mar 

1117 

1100 

0 

0 


Jtd 182* 180.7 

Aug 163* 181* 

Sep 184* 182* 

Oct 2014 188* 

Oeo 231.7 . 1964 

•tan 202.7 189* 

Mar 204* 2014 

May 206* 2034 


COffg-C-37*OOtt>«;oantt/tos 

Ctoee Previous Mgh/Low 
Jui 64-?S 66.70 97*0 54*0 


Sep 8745 98*6 58*0 57*0 

Doc 60*0 01*8 62*0 60*0 

Mar 63.70 64*0 85.10 **qn 

May 67*0 68*8 60*0 67.78' 

Jkri 6640 70.75 70.76 6840 

Sep 7145 73*0 7325 ' 7tJS 


Turnover 32 (185) 


Cuttle (live wekjhrt 
Sheep (live wetghttt# 
Pigs (live »«igfit)t 


Turnover 11000 C 

OASOfL - (PK 


(Wees suppOed by Engelhard Metals; 

_ S price g emavatent 

Krugerrand 343*0*44*0 181*0-18240 

Maple test 35440*58.00 187.10-137*0 

New Sovereign 8440*540 44.90-g.a? 


88.VER 6,000 troy ox: centa/troy oz. 


COTTON *6000; ceniaWre 
Ctoee Previous 


MAOSE 9,000 bu min: cents/Sgff) bta he/. 

Ctoee Prevkwa b.s-ut.ow 

•W 283/4 . 248/B 2SV0 

Sep 257 /s asara zsb/z 

Pec 292/4 25612 283/2 * 

Mar 268/4 266/2 27WO 

May 272/2 266/2 273/2 

•M 275/0 - 270* 275* 

Sep 264/4 201/0 0 

Pdc 260* 269/4 260* \ 

W«AT 5.000 bu mta; centereotb^OThaf" 
Ctoee Previous Mgh/Lore 

Jul 348* 348* 3S4M “ 


London dally sugar (raw) S2684t 
London dally sugar (while) 3285.® 
Tate and Lyfo export price £251.0(7 


Barley (EngBafi lead) Unq 

Maize (US No. 3 yellow) 2148.0 
Wheat (US Dark Northern) Unq 


Rubber (Aug)* S140p 

Rubber (SepJ to SJ.CWp 

Rubber (KL R3S No I Jul) 220.0r 


Ctoee 

Previous 

FOgfl/Lcw 

meat 

Ctoee 


High/Law . 

198.00 

196*0 

19525 18250 

Sep 

111*0 


111*0 11140 

196*0 

moo 

196.79 195*0 

Nov 

11420 

113*0 

11420 114*0 

186*0 

197*0 

199*0 196.75 

Jan 

117*0 

117*0 

117*0 

20125 

199*0 

20129 199*0 

Mar 

120*0 

12030 

120*0 12048 

20250 

30 MB 

202.75 20040 

Mey 

123*0 

12329 

12940 

203.76 

30225 

20325 202.40- 


126*0 


123.00 

20025 

199*0 

201*0 

Sartor 

Ctoee 

FTevtou* 

H/gA/Low 


AtnmSteen (96-7%) Calls 

8b*e price 5 tonne Jul Sep 

1190 111 128 


14 43 
3 6 


3 3 

3 14 

88 75 



Close 

Previous 

HJgh/Low 


Jun 

400* 

402.1 

0 

0 

Jul 

4002 

4022 

404* 

400* 

Aug 

404.1 

404.1 

0 

0 

Sep 

4032 

405.4 

407* 

4010 

Dec 

406* 

4iao 

412* 

407* 

Jan 

408.7 

411J 

0 

0 

Mar 

41*9 

414* 

416* 

413.0 

May 

4102 

418.4 

0 

0 

Jul 

419.7 

421* 

422.0 

422* 

Sep 

433* 

425.7 

0 

0 


JM 64.66 64*0 

Oct 63*8 6«*0 

Dec 63X2 94*2 

Mar 64.48 86.15 

May 6540 65.48 

Jui 65*5 6975 

Oct 6440 64.13 

Dec 8443 64*5 


68*0 64*0 

64*9 63*7 

64*0 63*5 

6840 64*5 

8000 04*8 

8049 68.45 

0 0 

64*6 6440 


HtOH QRAOE COPPBI25400 lbs: cents/lt* 


OWANOSJUtCg 

Close 


Dimmer 10727 [ 1 2793)1 ms ol 100 tomes 


Gaoonut all (Philippines)* 4535.Ow 
Palm Oil (MaiayslanH S402*y 

Copra (Philippines)} 33&a0y 

Soyabeans (US) 2141.5 

Cotton *A“ Index 6S40e 

Wootups (54s Super) 389p 


£ a tome unless othe r w is e stated, p^mcelkg. 
c-eemsflb. r-rlnggiUKe. t-Jun/JM y-July w-duU 
Aug *4110. . iMeat Cmtmtaaton average tate- 
tocfcprtcas.* change (ran a te nch ago toLondon 
physical. 9GIF Rotterdam. 4 Bullion marfcet 
close. m-Ueleysian oerUEi/kg.to3fteep prices are 
now live weight prices.U previous figure should 
IUv» been 230* 


FRUIT • IHTMUtt 

Plums tram Spain ere Ma week's best troit 
bujratd*flOpelb<aDpft.OOJrepwrefte 
FTVia Other goon buys techide New 
Zealand Mwlfruh at 16-22P each B0-25p) 
and French and Italian peaches at 1640p 
each. Jersey courgettee are now in peak 
supply and are’prfcad at 4M8p a lb 
(6&-79P). Other good buys taefede English 8 
□inch peppers (aB colours) at £1*P-T*0 a lb 
(£1.00-1*0). English Broad beans at 4<M5p 
a lb (SOJOp) and Bigllob peas at 3HSp • to 
(30-fiOp). Top Ouaiity Dmeh BeM tomatoes 
are superb mis week and priced at 60-76p a 
lb (7S-65p) along with EngBsli 'tee&ung 
lettuce at SS-70p each (S5*3p). 


Gap 106*0 107.70 

Nov 112*5 

Jan -11840 

MV 11940 

May 119*0 


106*0 106*6 
112*5 11240 
11640 

11940 117*0 
118*0 


138 141 

40 58 
3 14 


3 3 

3 18 

61 72 


-Turnover: meat 238 (142), Barley 90 (0). 
TUmovw tote of 100 Tonhea. 


110 129 

67 87 

33 S3 


Sap Dec 


Jun 

107.70 

106*5 

108.15 

107.60 

Jul 

107.70 

106*5 

100*0 

107*0 

Aug 

107*0 

10720 

108.10 

106.10 

Sop 

106.10 

107*0 

108*0 

107*0 

Oct 

107*5 

10725 

0 

0 

Nov 

107.75 

107.10 

0 

0 

Dee 

107*5 

108*0 

100.40 

tOTAO 

ten 

10720 

106*5 

O 

0 

Feb 

106*0 

100*0 

107*0 

107*0 

Mar 

106*5 

106*5 

107*0 

106.45 


Jul 127*8 
Sep 117*6 
Nov 113*0 


15400 tog; cema/ttre 
Previous Wqiploik 
123*9 127.76 


- - 

Sep 3SSIB asm 396/4 

Dec 362/8 301/2 367/4 

Mar 363S 36 W Xrrz 

May 330/0 349/0 ’ 

j 01 ?« M 330/0 336/0 

3*» 337/4 336/0 Q 

Oao 347/4 346*0 0 -V , 

LWECATnjE 4o*oo Ha; canteflba. 

0,000 Prevtoug Wghftjow 

32« 70*75 ^ 

ow 71. ISO 70*29 71*60 

E5 W.J 


m 1 


ten 11235 
Mar 112*5 


117*0 116.70 

114*5 114*5 


May 111.73 
Jul 111.75 


11270 113.15 

11275 113*5 


Sap 111.78 
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BP news too late to hit share prices 


FINANCIAL TIMES STOCK INDICES 


State CompMaran 

Mlgt. Low 
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By Tarry Bytand,. j' 

UK Slock Market. Editor 

SHARE prices on the London 
stock market yesterday recov¬ 
ered most . 0 T the losses of the 
previous' session, helped along 
by a further rally fo. tobacco 
issues and buying otters from, 
marketmakers needing stock, 
ahead of the close tofay of the 
equity market trading account. 

But the shock (announcer 
merit, after marked hours, that 
the chairman at. BP had 
resigned, set the stage (hr a 
difficult opening Id the stock 
market this morning. 

Earlier, the corporate news 
background bad bein brighter 
than in some recerft sessions. 
Confirmation of «feftalls of the 
share placing byf Wellcome 
brought no unexpected sur¬ 


prises, with the £3bn total in 
line with expectations. Shares 
in Midland Bank moved ahead 
strongly in line with the per¬ 
formance of Hongkong & 
Shanghai Banking Corporation 
'' as Its bid for the UK clearer 
drew to its close yesterday. 
Tim return to profits at TSB 
.was also helpful but not excit¬ 
ing for the stock market. 

With both Tokyo and New 
- York again In better form over¬ 
night, London opened sharply 
better and, with only a brief 
check, the market moved 
ahead steadily. Wall Street 
stumbled a little early in its 
new session, to show a gain of 
8 Dow points in UK hours, and 
gains were trimmed in London 
in late dealings. 

The final reading put the 
FT-SE Index at 2,557.3 for a 
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gain of 24.7, almost a complete 
reversal of the Call of the previ¬ 
ous day. Several programme 
trades were reported but deal¬ 
ers said these had little effect 
on the market. 

Seaq-reported turnover 
remained relatively high with 
461.6m shares traded against 
582.1m on Wednesday. Stock 
Exchange statistics disclosed 
that retail or customer busi¬ 
ness on Wednesday totalled 


Z12bn. confirming that the big 
institutions bad been sellers of 
stock on a day when the Foot¬ 
sie index Cell by 28 points. 

Once again, trading was 
stock specific yesterday. 1CI 
gained ground but recorded 
turnover barely above the 
500,000 share mark. Glaxo, on 
the other hand, made little 
move but traded briskly. 

The strongest recoveries 
came yesterday in those stocks 
which had been hardest hit In 
Wednesday's selling bout. 
Prominent among them were 
the tobacco stocks, where BAT 
Industries and Rothmans Inter¬ 
national stood out; the latter 
benefited from trading figures 
but traders stressed that it was 
the reappraisal of the US 
Supreme Court ruling on 
health liability that sustained 


the shares. British Aerospace 
staged a significant recovery 
from the weakness of the ear¬ 
lier part of this week. 

While the two week trading 
account has seen share prices 
giving back some of the gains 
achieved in the weeks follow¬ 
ing the UK general election in 
April, last week brought a 
highly erratic performance. 

Marketmaking firms were 
bard at work yesterday picking 
up stock to meet selling agree¬ 
ments entered Into earlier in 
the week. As often in current 
markets, the stock index 
futures sector bore much of the 
brunt. The September contract 
on the FT-SE Index attracted 
support, and the expanding 
premium gave sustenance to 
the underlying blue chip 
stocks. 
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Oil sector 
bracea for 
selling 


OIL SHARE 1 lealers are 
bracing themseSns for a bar¬ 
rage of selling today following 
the dramatic reagnation after 
market hours laa night of Mr 
Bob Horton, mairman and 
chief executiw of British 
Petroleum. - : f 
■> The chairmans resignation 
was interpreter by the stock 
market as a sisal that BP will 
halve its quarterly dividend 
from 4.2p to ELIp when ita 
second-quartff figures are 
announced on July 30. Mr Hor- 


tdh has been 
standard beai 
dead in the fs 
patty's huge I 
failing profftf 
London's c« 
of 243p, up 5A« 
news -of 
tioh. hi earf 
Street, BP p 


regarded as the 
hr for BFs divi¬ 
ne of the oil com- 
tebt burden and 

sing price for BP 
raa struck before 
(ortoh’s resigna- 
trading on Wall 
ares plummeted 


to around fi05p-215p in the 
wake of fhe resignation 
aimouncem&it. London traders 
fear that H 1 stock could open 
at 210p inLondon this mom* 
ing. The fl group, once the 
UK's biggyt company by mar¬ 
ket capitahation, has been rel¬ 
egated tbpurth spot. 

Analyst believe tha t the div¬ 
idend wl be cut when the 
second-oarter numbers are 
pnblishq: Mr John TOalster, 
oil speciist at Strauss Turn- 
bull, -d* “We -expeefed the- 
<fivi&n«6 be cut by a third in 
the thurqnarter but this news 
meansfwill almost certainly. 

Buri/^i downgrade 

Prof taking combined with 
a brofrs downgrade left Bur¬ 
ton G>ap 2 Vi off at 46 V4p after 
activurading of 5.4m. The 
share have risen 16 per cent 
In tH-last three months, and 
somlin the market decided 
thej/looked expensive and 
decyd to take profits. 

Sfarities house Nomura 
sniwd its profits forecast for 
thepext two trading years, 
anast Mr Andy Hu^es argu- 
jnJhat Burton's recent good 
pepnnance has been based on 
rewery hopes, but that sales, 
grf/th in June has not been as 
sting as in April and May. 
fe suspects that the compa¬ 
ny debt burden may now be 
lfeer than expected, and is 
liking for profits of £17^m 
a 1992/93, down £7^m. and 
t £35m, against £47 ^m, the 
fa r after. 

fesco reaction 

/ Supermarket groups under- 
jerformed the market, partly 
Is a result of analysts’ disap¬ 
pointment with a presentation 
by TCsco on Wednesday, and 
Uso after an overnight pro¬ 


gramme trade from the US, 
reported to include UK stores 
and food retailers. 

Tesco lost 3 to 278p on good 
turnover of 3^m shares, as 
analysts reacted to the compa¬ 
ny’s presentation by saying 
Ehat It might be all very well to 
talk about cost savings ranging 
from £75m to £120m between 
now and 1995, through changes 
In store designs, but why were 
there no sales figures for the 
first quarter? 

Mr Jeremy Alun-Jones at 
Lehman Brothers described the 
presentation as “cagey on 
current sales - , leaving analysts 
doubting how good the figures 
are. 

• it was also pointed out that 
inflation across Tesco's prod¬ 
uct range has fallen to 2V4 per 
cent, apparently held down by 
low seasonal food prices, mean¬ 
ing there may be less money 
than expected passing through 
the check-out tills. 

The long drawn out battle 
fin: control of Midland Bank 
came to an end with the news 
that Hongkong and Shanghai 
Banking Corporation's bid for 
the bank had been declared 
unconditionaL HSBC said it 
had acceptances for around 64 
per ce nt of the Midland equity. 

The HSBC bid was given a 
very substantial boost by the 
strong performance of the 
Hong Kong market, which 
helped HSBC shares to rise 
sharply. Midland ended the day 
22 higher at 45%. 

A series of analysts’ 
upgrades caused Whitbread 
“A* to jump 21 to 432p, 


although turnover was little 
more than average at 1.8m 
shares. Brewing analysts at 
Cazenove, the company’s bro¬ 
ker, Nomura, Strauss Turnbull 
and S.G. Warburg Securities 
revised their profits forecasts 
upwards following a presenta¬ 
tion by the company. 

Mr Derek Brock at Nomura 
raised his forecast for the cur¬ 
rent year by £Sm to £275m. 

After befog dogged by recent 
bad news, the holiday sector 
was provided with some relief 
by Airbreak, the USM-quoted 
tour group. It announced that 
sales for the first five months 
of 1992 were up 75 per cent and 
average prices 31.5 per cent 
Perhaps more importantly, the 
group said there was little dis¬ 
counting, the subject which 
hud hpon undermining 1 the sec¬ 
tor’s performance in recent 
days. Airbreak rose 614 to 49p. 
with Airtours rallying 7 to 2B0p 
and Owners Abroad 2% to 76p. 

British Aerospace shrugged 
off the recent gloom and 
moved sharply forward on talk 
that GEC was taking more 
than a passing interest 

BAe shares jumped 22 to 
272p, althoug h several analysts 
riiflmiflHad the talk and instead 
attributed the day’s move to 
bargain hunting. Turnover 
reached 2 . 2 m. BAe was also 
busy in traded options, where 
some 2,149 contracts were 
dealt, the equivalent to about 
2m shares. GEC edged forward 
2 to 228p- 

The start-up for the Globes 
after-hours screen trading ser¬ 
vice provided a boost for Ren- 
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tors shares, which forged 
ahead 27 to 113(^3 in thin vol¬ 
ume. 

The big losses and the sale of 
the banking and leasing busi¬ 
nesses left Brown Shipley 35 
weaker at 80p. Other merchant 
banking issues were still 
restrained by worries that the 
Isosceles debt refinancing pro¬ 
gramme has ran into problems. 

Other banks performed 
strongly, with Barclays 
boosted by a Robert Fleming 
buy note. TSB’s figures were 
given a gloomy reception, the 


shares closing 2 off at I32p. 

Tobacco shares, depressed on 
Wednesday by a US Supreme 
Court ruling, recovered as 
observers suggested that the 
court decision was not as bad 
for the companies as at first 
appeared likely. BAT Indus¬ 
tries strengthened 18 to 751p in 
solid volume of 5.1m shares. 
Bfrfhwifliwi “B” appreciated 24 
to Ill5p after announcing a 42 
per cent rise In annual profits 
and proposing a two-for-one 
share split 

The maintained dividend and 
an expression of confidence 
that the debilitating price war 
in the plasterboard market has 
been brought to an end 
prompted a flurry of support 
for BPB shares, which closed 
10 ahead at I75p, after 177p. 

Shares In P&O bucked the 
market trend to end lower 
after broker Charterhouse Til-. 
may downgraded current year 
profits expectations. 

Hie market reacted coolly to 
the detailing of Welcome's 
proposed share flotation, 
mainly because many of the 
key elements had been well 
Inked In advance. The shares 
initially shot forward, but 
retreated in a quiet pharma¬ 
ceuticals sector, eventually 
settling just a penny to the 
good at 914p. 

MARKET REPORTERS: 

Christopher Price, 

Steve Thompson, Joel KBmzo, 
Colin Mlllham. 

■ Other market statistics. 
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TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


A SQUEEZE in stock index 
futures helped the September 
contract shake off recent 
gloom and move firmly ahead, 
writes Joel Kibazo. 

Having opened positively at 
2^88, the September contract 
on the FT-SE briefly went into 
retreat as independent sellers 
went on the sell tack. But the 
downward direction did not 
last long as large institutions 
Hint had remained on the side¬ 


lines over the last few sessions 
re-entered the market on the 
view that it had been oversold. 

Except for occasional lulls, 
September continued forward 
for the rest of the session at a 
healthy premium. The con¬ 
tract reached the day’s high of 
2^09 towards the end of the 
session. September closed at 
2,603, up 21 on the previous 
session and about 60 points 
above its estimated fair value 


prem i um to cash of about 35. 
Turnover at 7,231 was, how¬ 
ever, unexceptional. 

Volume in traded options 
returned to more modest lev¬ 
els and the day’s total reached 
37,629 contracts. Turno v er in 
the FT-SE option was a poor 
7,180 lots. In stock options, 
British Steel, which reports 
results on Monday, was the 
most heavily traded with a 
day’s total of 3,032. 
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CROATIA 


The FT proposes to 
publish this sure? on 
September 1 1992. 
This is the first 
survey to be 
published by the 
Financial Times .on 
the Republic of 
Croatia and as such 
it will generate a 
great deal of interest 
among our influential 
readers in over 160 
countries worldwide. 
To - reach this 
audience through 
your advertisement 
and to obtain a copy 
of the editorial 
synopsis contact : 
Zeljko Paul Mandic 
Tel: 081-399 8828 
Fax: 081-399 7196 
or 

Connie Davis 
Tel: 071-873 3514 
Fax: 071-873 3428 


POWER 

GENERATION 

EQUIPMENT 


The FT proposes to publish this 
survey on 

July 30th 1992. 

The FT is read by over 1000 top 
European businessmen in power, 
energy and water industries and 
8,500 senior businessmen who specify 
or authorise the purchase of 
industrial plant & equipment. This is 
more than any other international 
publication in Europe. If you would 
like further information on how to 
reach this important audience, please 
call 

Bill Castle, 
on 071873 3760 
or fax 071 873 3062. 

Data source:European Business Readership Survey 1992 
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London Share Prices 

Real time share prices are available by 
eaHfng FT CRyline. 

FT Cityline can also provide you with a 
confidential personal portfolio facility to give 
you a real time evaluation of your own 
personal investments. 

For a tree FT Cityline Share and Unit Trust 
Directory or to obtain your confidential 
Portfolio PIN call the FT Cityline Help desk 
on (071) 925 2128. 

Calls charged at 38p per minute cheap rate 
and 48p per minute at all other times. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FINANCIAL TIMES F RIDAY JUNE 26 1992 

MONEY MARKET FUNDS 


FOREIGN EXCHANGES 

Pressure on dollar maintained 


FINANCIAL FUTURES AND OPTIONS 


PRESSURE on the dollar 
continued as rumours swept 
the foreign exchange markets 
that official moves were afoot 
to sell it and support the yen, 
unites Peter Jo/m. 

The dollar was already weak 
hi the morn ing as tt languished 
under continuing pressure 
from worse than expected US 
durable goods figures 
announced on Wednesday. 

There was some potential 
support for on news announced 
mid-momlng that first quarter 
GDP figures in the US were 
better, than the market had 
forecast. However, there was 
no significant response 

Then, in the afternoon, spec¬ 
ulation grew that the Bank of 
Japan (BoJ) was intervening to 
support its currency by selling 
dollars and buying yen. This 
was compounded liter by talk 
that the Federal Reserve was 
checking yen dollar rates, a 
psychological move whereby 
the Fed rings up dealers to ask 
for rates and consequently 
gives the Impression that it Is 
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MONEY MARKETS 


contemplating an intervention. 
In most cases the checking acts 
as support for the dollar but 
yesterday’s rumoured move 
was suggested to be a possible 
support for the yen at the 
request of the BoJ. 

The rumours were largely 
discounted bat they sent the 
US currency tumbling by more 
than a yen to T12S.40 in a 
highly sensitive market 

Mr Michael Feeny, a market 
analyst with the Sumitomo 
bank in London commented; 
“The dollar is more susceptible 
to news providing downward 
pressure than upward pres¬ 
sure." 

The US currency was also 
weaker against the D-Mark fall¬ 
ing by a pfennig to DMl-542. 
The D-Mark has been held up 
by higher than anticipated 
Money supply growth figures 
earlier in the week. The high 
M3 figure for May was not 
counteracted yesterday by 
hints that German inflation 
was easing and the Bundes¬ 
bank t ha t it h a d no 


intention of cutting interest 
rates In the near future. 

US investment bank Merrill 
Lynch argues that the dollar 
wifi continue weak against the 
D-Mark. The bank says that its 
most recent global investor 
survey reveals that interna¬ 
tional investors are “actually 
moderately overweight the dol¬ 
lar and underweight the yen 
and D-Mark" 

The pound was up sharply 
on the dollar at midsessian and 
even contrived to firm on the 
D-Mark despite the continuing 
flow of funds out of the US 
unit Traders said sack flows 
usually benefit the D-Mark at 
the expense of sterling but 
there had been such solid sup¬ 
port at D Ma q ian in recent days 
that the market had temporar¬ 
ily given up on the downside. 

Meanwhile, Hungary will 
launch its long-awaited inter¬ 
bank foreign exchange market 
on July 1, the Hungarian cen¬ 
tral bank announced yester¬ 
day, giving the market more 
power to set the forint’s value. 
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Overnight rate rises 


FT LONDON INTERBANK FIXING 


HIGH shortages returned to 
the money markets yesterday 
and held throughout the deal¬ 
ing session prompting a 
squeeze in overnight rates. 

Dealers said the shortage. 
Initially forecast at about 
£L4bn and later adjusted down 
to around £1.25bn held because 
a number or clearing banks, 
which bad already balanced 
their books for the half yBar 
were unprepared to deal with 
the Bank of Rn gland and be 
forced to readjust their 
accounts. 

The shortfall was signifi¬ 
cantly higher than the previ¬ 
ous days’s figure of £150m and 
wlrai dealing opened the Bank 
of England Invited an early 
round of bill offers. 


UK ctewfag beak bssa tanAqi rata 
IB per cant 
Iran? H»y 5, 1992 


However the dearers were 
unwilling to enter the market 
and, at the first round, the 
Bank of En gland was only able 
to buy hills worth a total of 
£145m. The stand-off persisted 
and at tie second round only 
£139m worth of bills were 
exchanged. Although there 
was some improvement in the 
afternoon, with the Bank 
buying £423m worth of bills, it 
had to provide late assistance 
worth £4l5m at the customary 


undeclared interest rate 
shortly before the close at 
3.00pm. This brought the total 
help for the day to £L132bn 
compared with the latest 
forecast of a £L25bn liquidity 
shortage. 

The pressure of the 
continuing shortage was 
particularly evident on 
overnight money rates which 
were pushed up to 13 per cent 
at one stage before easing to 
close around 10 ft per cent 
One-month rates ended steady 
at 10 l A per cent and the key 
three-month rate closed firm at 
10ft per cent 

On short sterling futures, the 
September contract moved 
within a narrow range to close 
marginally easier at 90.17 with 
just over 7,040 lots traded. 

• In Paris, the Bank of France 
left its intervention rate 
unchanged at 9A per cent at a 
securities repurchase tender 
held yesterday to allocate 
funds -for injection into the 
money market today. It 
accepted bids for FFrlLStm in 
new liquidity, FFrlS.5bn less 
than the FFz30.0bn leaving the 
market today when a previous 
pact expires. 

The Intervention rate was 
last changed on December 23, 
when it was raised by 35 basis 
points. The central bank said It 
drained funds because it 
expects bank liquidity to 
increase aa a result of Treasury 
operations next week. 
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HOW TO BE OP 
WHHV THE MARKET 
IS DOWN 


Most speculators invest in the market on the 
expectation of a rise. But more money can often be 
mule when it falls. 

1G Index is Britain’s leading financial bookmaker. 
We take bets on the Footsie, Wall Street and Nikkei, 
plus over eighty futures and options. 

With us you can speculate on rises or falls. You 
place ’up bets' and ‘down bets'. The more the market 
moves your way, the more you win. And by making a 
'controlled risk bet* you can put a guaranteed limit on 
any losses, even overnight. More good news, profits 
are absolutely tax fine.* 

All bets are welcome, large or small. So whether 
you're a bull or a bear, discover a mote exciting and 
easier way of speculating. Winning when die market is 
down has its moments. 

F6r more information call us on 071 828 7233. 

NB: Prices of futures and options move up and down very rapidly 
indeed. Never speculaic with money you cannot afford co lose. 
•Under cutreni legislation which is subject to change. 


IY&V: 18.122 p.c. Local Aid 
find. Fhtonct MUSH Boa ft 
dm nttta 4 pff cart. Gsttf 


undir cm numb 7 per coc one-rtree tMatta?^ «r ccrt; tJwwlx monUsper cant: *!»4ita 
MQntta 9 pg mb; nta- arete BMCtiB9 per cent; uSder £100.000 7 percent tan Sept 5,1991 


ouses %even notice, qtfiera wren dwf 
W92; Bank DepajH Ratos tar sons feswe* 
iCSerta 61 'Dqnsft £ 100,000 «f ner 6 rid 
r HOC rhhiUb v per crait: slMdne 




FIRST IN FINANCIAL BOOfCMAKING 


LG. Index Pic. 9-11 Grosveixff Gardens, London, SWtW 08D 
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Bank Accounts 
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Not owning a Pelikati is a cause for great sorrow;'. 

So WIN one with the Weekend FT Crossword tomorrow! 
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CROSSWORD 

No.7,883 Set by GRIFFIN 



ij # \ 


ACROSS 

1 Refined staff must swallow it 
(6) ^ 

4 Held on at wide bends (G) 

8 Condition of girl after stunt 
CO 

9 Some maestro uncertain of 
beat f7> 

11 Spilt beer of workman earlier 
( 10 ) 

12 Back street artist returned 
with emperor (4) 

13 Upset ff gun rusts, perhaps (&) 

14 Substitute handle? (8) 

18 Begged Hugo to stir in cream 
(8) 

18 Trained to help me in (S) 

20 Brute shot retreating soldiers 

21 Cutting down fat? (10) 

23 Female friend ringing homo 
at last (7) 

24 Custodian arranged RAC tour 
CD 

25 Arrive at Holyhead. In ahnn 
area (6) 

26 Elizabeth always backs 
respect (6) 

DOWN 

1 Bit man on board (6) 

2 Pupil we don’t fancy shows 
disappointment CD 

3 Get entire contraption moving 
unsteadily < 0 ) 


6 Biting right into tart (S) 

6 Not at uprising outside a local 

town_(7) 

7 .... protested loudly about 

call for action (9) .: 

10 Race coach is first to m»in» 
bloomer (9) 

12 Inexperienced youth ran off 
with Heather around mid¬ 
night (9) 

IS Each tune’s specially-written 

for singer (9) 

17 Surgeons do tMra work ( 7 ).. 

19 Ordinary upstanding miners 
aid a revolution (7) . 

21 Halva gratuities with student 
In lift ( 5 ) 

22 Snare making one so wild 
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100 KarrAddta 815% 15% 16% 

900 Laban (27% 27% 27% 
BOO Lac Mtato n% 6% 6% 


473200 Laban ( 37 % 27% 
68BOO Lac Hints (8% 6% 

am Lamm si 7 17 
Iran Uddtaar A 812% 11% 
867300 Laid law B 312% 11% 


27% 27% 4% 

6 % 6 % 

17 17% 

11% t2 
11% K% +% 


11 *18% 16% 18% 


23300 Macfcande 
304400 Maem Bl 
66300 liagna 1mA 
7000 MplUFta 
1600 tart TAT a 
800 Hark Raa 
- CH300 MOBWlB 
5400 Mama Uln 
40000 Mrinova 
41500 MM Coip 
321200 Moiaon A 
33300 Haora Cam 
W 0 m Muacocho 

. OHQMkCai 
1600 Noma In] A 
500 NerandfFor 
1683m Marand* 

500 NercnB .12 

26200 HomnWVtg 

1136m NBiTata 

300 Northflato 
178000 Now Cwp 
300 MoafcaWS* 
77000 Nuraac OH 

740m Ocalol A 
000 omr cam 
IBem Oshawa A 
66900 PWA Corp 
33600 Papcrtan A 
earn Pencon pm 
16400 Pagans 1 
29900 Ptamar Mi 
3736m PtaCarttoma 
94200 Poeo Prn 
33 TOO PdBMCOm 
8400 PoitofFh* 
4 m Pnmiao 
11700 Ontoacor a 

1000 Rapper OH 
4000 ftayrocfc 
15m Road Stan 
14400 Rahman S 
26800 ftoa'aaanca 
232100 Rapap Enl 
233000 RtaAtawn 
6 HU 00 HosanCoaB 
400 Rothmana 
300800 RoyaIBkCan 
6200 RylOtf Un 


86 5 % 

SIS 17% 
830% 29% 
815% 15% 
S1S% 18% 
am' 500 
*14% 014% 
313% U% 
816% 16% 
175 170 

831% 51% 
823% 23% 
5% 5% 


5% -% 

17% -% 

30 -% 
15% +% 

18% +-% 
800 

14% -% 

»% -% 

16% 

175 +3 

31% 

23% 4% 

6% 


8% B% 

B% 6% 

7% 7% 

16 16% 

24 24 

21 21 % +% 
41% 41% -% 

70 6S 

8 % 8 % 

6 % 6 % 

480 480 

13% 13% 

7% 7% -% 

17% 17% -% 

6 6% 

daio 315 -00 
29 26 

10 % 18 % +% 

IB 18 
12% 12% -% 
420 425 +5 

14% 14% +% 

18% 19% +% 
7% 7% -% 

13% 13% -% 

6 % 8 % 

7% 7% -% 

25% 25% 

17 17 

14% 15 +% 

0335 333 -45 

15% 15% -% 

13% 13% 

96 88 +1) 

23% 23% 

173 ITS 


MONTREAL 

3.-00 pm prices June 25 

1054m BomDnttarB 813% 13% 13% +% 

20100 Cambtor 88% 6% 6% -% 

229m cm Bk « 827 26 % 27 +% 

400 Cantarecnl 816% 10% 15% 

7700 CaacadM 18% a a -% 

9200 DcntaTW A 16% 6% 6 +% 

6000 MactaMHM 811% 11% 11% 

BIBOOMfihCtoi 88% 8% 8% -% 

1600 Proviso 87% 7% 7% 

5500 QusMecr A 813% W% 13% -% 

11600 Tatogtaba uS13% 13% 13% +% 

55400 Vktoofron 517 16% 16% +% 

Total Solas 12JSO7.70O shares 


3290.70 X958252B080 32SSJ5 

99.91 99.98 99JB8 100X5 

129354 128850 1295.05 1309.44 

21150 21307 21259 213511 23559 
0/11 


36529 U5A) 


768.9 75RA! WS90D4/2J 


MY5E CmwwsHf 


22X99 

22X56 

22X96 

AnxIttLlWm 

374.20 

376.74 

375^2 

37939 

NASDAA CtMpnAc 

55X39 

55336 

599.73 

55420 


05/2/93 (2 VbfXQ 
3580 8%4 

03/5/92) 0/10/741 

UAkSfci^31/12J5& 70X05 70219 70487 704X2 

£££mo)l2fi3) 19B2J0 1985.40 19928 1990.70 

unm/12/BT) 176489 1768.49 1771X4 177084 

05/1/92) (25/4/42) 

man mint 

£aSM0rt(3U7/6fl 607889 596521 589786 5819.94 


NEW YORK ACTIVE STOCKS 


Jure 25 

AmtS 

+ Bt- 

MeulManuf 

2.40 

+084 

Mlnproe ___ 

0.12 


Nat Aust Bank. 

7.66W 

+0.01 

Newontst Mining.. 

0.74 

-0.01 

News Corp.. 

2020 

-0.06 

Nmndy Posddon.. 

1 

-0JJ2 

Korih BH Peko — 2L29 

, 1 -| 

Pacific Dunlop ._. 

522 

-0.02 

PancomioMtal.... 

ana 

+0.03 

Pasni loco. 

L50 


Pioneer bill. 

3.13 


Placer Pacific. 

2.65 

-0.02 

QCT Resources_ 

1X79 


SteaSssw Gold. 

5.40 

+0.02 

Rothmans Aust.... 

720 

-033 

SA Brewing —. 

2.97 

-OXO 

Santas.. 

2.69 

-0.03 

Smith IHwd)_ 

5.55 

+0.03 

SansofGaafla .._ 

■424 

-0.01 

Stockland Tst. 

2.76 

-0.01 

TNT .. 

L67 

+0.01 

Tetacata Corp NZ.... 

130 

■ ■■■ 

Tyco tars. 

035 


fefarmem . 

5.94 

-flxra 

Weston Mining... 

5.16 


Westfield Hdg 

435 

-al 

Westfield Trust ... 

230 


Wesuac. 

3.48x1 

+6.03 





Wednaaday 

RJR Mtasco 
Phi Dp Mark 
TdctaM 
Can Edbon 
SfHB 
JAM 

Canpator 4aw 

smac-nt 

Mad 

Aoar Brad ■ 


Stock* CtoBlng Changa 
trad ad prtoa on day 

4.669,700 9% - % 

1641.900 73% ♦ % 

9,9^600 42% ■ 1% 

4372500.28. . t ft 
427L300 33 - 1% 

2518,400 97% +1% 

xmma U% • I 

1,922.100 20% - 4% 

% 639,800 48% • 1% 

1.486500 43% - % 


TRADING ACTIVITY 

t Volume UBIiom 

_ Jun 24 Jun 23 Jun 22 

New Ytork SE 193850 189570 169540 

tan 10579 1X339 9526 

HASDAO _ 152330 165AM 15U92 

NYSE “ 

tests TVaded 427 4282 4271 

Use 867 990 603 

Fafls 820 732 X143 

Umtonpu 570 560 52 

Mew Highs 30 2 22 

He* Lows 49 42 75 


CANADA 

TORONTO 


llcuh & Illanalf 


Jun Jun Jon Jun 


310X63 3095J9 3095.46 310X27 323857 06/11 2B2B46«|J4) 

333964 334X00 334056 335059 36660006/11 33UU0Q/4) 


NETHERLANDS 
CBS TILMaGtaJEDd 1963) 
CBS AB Sta Had 1985) 

NOHWA1 

Oslo g ortonm 
pwu p pai m ““ 

wiaai cm an/aa 

tMKUPOSE 

SSAfl-BagagaCWTS 

SOOTH AFRICA 
JSGaU I28ffl7ffl 
jSEtehBrtd 0819/76) 
SOOTH KOREA- 
tertCoapEx twaa 
■PAW 

Wa>MSE0flfl2AB 

SWEDBI 

ARaaaWn ha-0/2Q71 

SWITZERLAND 

Mu Bate ML (31/12/58) 
SM6aniQW7) 

TAIWAN" 

WttatatdPita OOftiW 
THALAN> 


WORLD 

B5 CM«d WL0JU7W (9 


883.4001/5) 
68X30 (1119 


542X0(7/11 


97655123/S 


15BJ0I9J4) 
66030 0/11 


37224 0/1) 
90L64 0/1) 


75850 02)6) 


475530/11 
1749910 [U 


643260/1) 
181380 0/11 
157873 BID 


4662105/6) 

9185DQ5I6I 


150556704/6) 
1196X9(9/4) 
188781 04/b) 


27400 0/1) 
19440 0/1) 


66788 05/2) 


10060004/4) 
416900 0/1) 


74850(8/11 

60X100/1) 


66784 ( 19 / 5 ) 


TOKYO - Most Active Stocks 

Thursday 25 June 1992 


Stoma Ooatao Oianga Staeha Ctoatag Changa 

Tradad Prleaa on day T/wdad Prlrea on day 

Mai? MNk Prod _ 0.0 061 - MortnaflakWh- 2-8 8|8 +K 

Tmniba Corp...... 5-« 633 -39 CMyoda Carp __ 2.8 1.740 +20 

Dalkyo Kanko —. 3J 790 +80 NWI Formula— 2.4 g4 *33 

Ofcamoto Inda ..., 14 J^DO +30 NEC Corporado/i 2A t3S +10 

Hitachi_3.0 766 +10 NPN Siatl Corp - 13 268 +4 


SUBSCRIBE TO 
THE FT TODAY 


IN LATIN AMERICA CONTACTYOUR NEAREST AGENT 

’. - ■ . 


Phone 

Fax 

Buenos Alves 

Publicadones SA 

(1) 276661 

331-2136 

Bogota 

- Interamerican Press 

(1) 256-6096 

236-9734 

Guatemala 

Publicadones Intemadonales 

(2) 317007 

367203 

Guayaquil 

Durfar Ecuador 

(34) 355248 

321266 

LaPaz 

Duriar Bolivia 

(12) 366887 

390710 

Lima 

Durlar SRL 

(14) 758025 

759589 

Managua 

Revistas Intemadonales 

(52) 72-066 

72-066 

Mexico D.F. 

S.E.M. 

(5) 207-8100 

208-3979 

Panama 

Miamj Express 

(7) 26-2886 

26-7512 

Guito 

Duriar Ecuador 

(32) 565016 


Rio de Janeiro 

Synchro 

(21) 290-6747 

290-6111 

San Jose 

■ Agenda de Publicadones 

(6) 59-5555 

59-9491 

Sao Paulo 

Synchro 

(11) 579-6482 

578-9754 

Santiago 

Duriar Chile Lida 

(2) 632-3037 

632-4965 


FINANCIAL TIMES 



| EUROPE’S BUSINESS NEWSPAPER 

J 
























































































































































































































































































































































































































































































































































































FINANCIAL TIMES FRIDA Y JWHM.I9B 


3XK) pm prices June 26 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


iwn m wa am prer. isn tb. w» crosa 

Hah Law Start! Or. % S IKK HM LnrQmdeCtase HMi Lew Sex* Dtw. X EWBs HMi LeerCtasia 
15% 11* AAH Corp a«8 18 19 BBS 12* W* 12* +% 31% 28* BRE Prop 140 6.1 20 H SB* B% 31* 

»1B%AIUHA< 0.15 10 7? W5 18* dlB* 18* -* 54* 411, Brigs* & S 100 34 13 101 4S* 44* 46 

BO* SO AMP Inc 152 2T 223348 ST* <05* SO* -2* 41* 29% Brtnkertnt 29 133 31* 31* 31* 

80*00* AMR 10S388I 64* 83* S3* -* B0* 02* Bristol M 2IB <21BB300 80% 0B* 05* 

2* 1*«W 2 SB I* 1* 1* -* 57* 39* Brtt Ahwy 108 3-B 81221 SZ* 02* 9* 

9* 39* ASA 2-50 £4232517 40*038* 30 -* 49* 40* Brtt Qm 3.76 8211 8 46* 46* 45* 

34* 25* Abbott Lob aM 2.1 209514 28* 28 28 -* 88* 50* BP ADR 4£4 B.3 6S2PS9 58047* 48* 


13 101 46* 44* 46 +* - 28 25% DWftCJB* 228 16 
29 133 31* 31* 31* 4* 33* 27* DIBBZ76 x 2.76 8.7 


2* 1* AH* 2 SB I* 1* 

53* 38* ASA 2-50 6.4 252517 40*038* 

34* 25* Abbott Lob 0.00 2.1 209514 28* 28 

13* nAbMMPr 050 3.8 9c 100 12* Q* 

11* W* ACM CM to 1.13102 175 11* IQ* 11* 

n* 9* ACM QvOpp 0J8110 8 9* B* 9* 

8* 8* ACM Gft Bp 09210.1 147 9* 9* 8* 

II* 10* «H 049(1 1.13105 258 10* 10* 10* 

9* B* ACM Man 09810.4 121 8* 8* 9* 

12* 10*ACUMangd 12410B Z27 11* II* 11* 

>1* 0% AntChn 0.40 ST 24 304 7* 7 


W* 82* Bristol M 2,78 42103358 08* 8B* 05* 33* SiOmOUt*. £75100 S 2S* 

57* 89* Brtt Airwy £00 3-9 81221 52* 62* 52* +1* W% 08* DetrEd7.4Sx 7.48 ID zlOO 0S£ 


I 49* 40* era Qas 3.76 1211 8 

68* 50* BP ADR *B* 13 ®H« 
31* 27* BP PiuOkoo 33*106 7 310 
1* *BPWM3 1220 


8 46* 46* 45* 


4JM 13 6624458 58047* 48* -6*1188* W44M&033 x 132 19 
3.2*106 7 310 -30 29* 30 I 110101* DtEdJ9.72 * 172 10 


-*1 16* 11* Bril 3Ht< 187112 8 248 13* 13* 13* +% I 36* 20* BMP Crp 018 3.413 418 u»* 26* 25* 


6* 4* Acme El act 
33* IB* Acuaon 


147 9* 9* 9* -* 68* S3* Bi« Tel 4.48 7.1 1010(7 83* 83 83 

258 W% 10* 10* +* 21 15* Broad me 020 IS 10 778 15* 016* 16* 

121 9* 8* 8* 33 28* BrMnPH £47 9.1 3 27* 27* 27 

Z37 ii* ii* ii* si* aaenxMrnu 19* 1112 «2uai* 31* ai* 

24 204 7* 7 7 —* 80 72 BnmRtnnnfl 1*4 3.1 ,4 52 78* 77* 77* 

47100 4* 4* 4* 28* 21 Brown Grp IX 7.3 42 2» 22 21* 22 


Oil’s* Ctfge 

1992 YH. PI 61a Ctoae Prov. 1992 W.Wfc__ 

HMi In Stock Of*. % E TOO* Mob LewCeeta Cteae HJoftLow Stock DH. % E in MMi LowOwAaOwa 

46* 38* DatlUta C P 128 1018 288 «* «% «% 86* ZS* CBaao ADR 1J0 4 8281KM 28* 28 28 -* 

- 28 25* DttftSUBx £28 16 S 26* EB* 26* W% 14* Oman Ce 040 23 13 « IT* 17* 17* 

33* 27* DWdtt.75 i £76 8.7 3 Si* 31 31* +* 5* 3* QfenMd fat 0.60110 01083 4* 4 4 -% 

33* TSOte&flJBi £75109 B 2S* 25* 25* -* 7* 7* OaMtox 0.70 £2 1M 7* 7* 7* 

84* 88* Da0SJ7.4f* T.Zfl 10 Z100 Q9C 95 83 -1 IQ* 9% Globe) toe 183 91 114ulO* 10* ID* 

97 92* D*W7S8 X 7S5 7S 2 uS7 86 97 2* 1* Global Mar 813834 1* 1* l* -* 

108* VMME0839 X 132 19 3 108104* 104* -* 2* * Global I486 872 1 % » 

110101* DtEdM.72x 172 10 3100* 108* 107* -1* fl% BtSobaMM 0180 14 872 8* 0% «* 

96* 30* Dates x 1.98 £3 8 801 31* 31* 31* -* 25 9* GUn VOey 18 215 23* 23 23 

28* 20* Daxiar Crp 018 3.412* 416 u28* 25* 25* 46* 38* GkJn W Fta 122 OS HID# 44* 44* 44* +* 

44 28* Dtap Prods 032 1.0 20 23 30* 30* 30* 58* 38* Goodrich £20 4.7 13 261 47* 48* 46* -1* 

50* S3* Dial CpOH 1.12 3143225 3835* 36 +*58* 45* Goorte 3S 3S0 7 0 35 60* 30* 50* 

13* 8* DM Rett 13815.128 119 9* 9 9*-* 76 62* Gorttyew 040 08 171892 87 * 86* 66* +% 

23* 17*DbWMM Sb 032 £0 20 « 17* 17* 17* +* 22* B* Gottsduilk 29 48 10* 10 10* “* 


97 92* D*€d7ja X ?» 7JO 


00 OSS 95 93 -1 

2 uS7 86 97 

3 108104* 104* -* 

3100* 109* 107* -1* 


OoaaPrav. 1992 
LowOaataChna, HBgh Lorn SKA 


32* 2S*LG&EEa« 1 * 12 13 75 31* 31* 31* +* is* Human M Q I 14 7 1 

o2 at LSI Loom 40 7B8 6* d5* 6 11* 10* Nuveen N M OW 7.3 


qi’fle 

■4* MBS unSSEcta®' 

. ,7 ;i,:srs 

- L “ , , 13* 12*Nu*miiC> aw >0 

5 335 13* 12* w* “% 13* 12% Nuveafl U I 0 91 M 


-- . Ci, ' am 

^ fit «*. uaSSS 


* -002 96* 30* Dates x 138 63 6 801 31* 31* 31* 


44 26* (flag Pm* 032 1.0 20 23 30* 30* 30* 

50* 33* Dial Cpoal 1.12 3 1 43 225 38 35* 36 

13* 8* Dial Rett 13815.1 28 119 9* 9 8* 


9* 5* LSI Logie 
8 2* LTV 535 
I* * LTV Corp 
I* * LTV 135 
2 * LTV 105 

8>a 1* LTV 530 


II TOO 8* 8* »* +* 

89 15 1 * IS* 15* -* 

40 12* 12* 12* 

S3 12* ’2* 

931 16* 15* 16 

142 II » 11 

® 15* *5* 15* +* 


GLaQntsMl 08010333 BO 7* 


2 * 2 * 2 * 


It* 10* NuwboNM OUU r.J ” .. ... 

16V 19* Mman H P 1.06 6.7 » > 

15* 1«* Hmaan PP 1« «« ^ . T |5 + . 

I? 15* Nuveen PI 1.1*20 WO «* +* 

24* 22* NYSlEG PI £06 ** _ 2 

82* »*HranO»p. <84 S 023107l 77* re* 78* 


2* I* Diana Corp 


7 29 2* 2* 2* 


18* 18* MM* Expr 1.63 18 0 66 18* 18* 18* -* 

49* 28* Ad Micro £00 17 358 31 30* 30* +* 

21* 8* Ad 1*00 P 33034.3 34607 8* da* 8* 

8* SAdvut Grp 018 2381 85 8* 8* 8* +* 
38 33 AatRHi ADR 1 88 4.0 8 7 34* 34* 34* 

47 38* Aetna U £78 06 81808 42* 41* 42* +* 

12 6* Am A 024 2411 479 10* 10* 10* -* 

32* 24 Allac 044 U181193 29* 38* 29 -* 

19* IS* Ahmanaon 088 SJ 7115? 16* 16* 15* -% 


12 215 20* 30* 20* -*|l0* 6* BroaniSbrp 032 6.1 34 141 8* 


24* 18* Onaniag F < 068 12173559 21 20* 20* 

3* 1* BRT 1 13 2 411* 2 

17* 13* Bnmmfck 044 3 04171984 14* 14* M* +* 

1912* Braah Weil 020 l£ 9 41 is* 18* M* +* 

28* 25* Buckeye Pt £80 14 10 51 27* Z7* 27* -* 


00* 48* Dtabofd 168 03 18 221 51* 60* 61 +* 

23* 17* Digital Cm 13 227 18* <H7* 17* -* 

86* 38* Dtgttol Efl 38238 35* <04* 35 -* 

46 34<Mlftf09X 008 02 62715 36* 36 

7* 3* Obaa 9) H7 0 348 8* 6* 


60* 46* Grainger W 086 1.4 19 586 46* 43* 45* -* 


14* 35 -* T* OOiaatAmB 012SS U ii 005 

36 36* +* 35* 25Great AiSP 050 29141101 28* 27* 27* -* 

8* 6* -* 10 9* Great C Eu 0 11 1.1 78 9* 9* 9* 


38* 33* Udadfl G» £40 8S 14 5 aap 

laaljuiaipe 030 11 17 801 14* 14* M* 

7 4 Lanotxi 6 S 5 3 S* 6* 5* +H 

37* 28 Lands End W 140 Si? 

14* 12* Lawler lm 040 0220 38 T2H 12* 


0* 7*aHHCn> 


- o - t 

29 SO 7* 
19 241 1* 


t* ie5 io*SSl^d%n aos os 8 em ^ 

■i JsisssL 11 sss si ss si. ^ 


41* 28* neoey Crp 0»l 08316873 35* 38* 35* +* 71* 30* QlL8nCx 030 0635 837 83* 82 62* -*| | B * 11* Learanai 048 16 14 2 13* 13* 13* 


£78 6S 81805 42* 41* 42* +* 15* 18* Bam HR X IJ6 9.8 0 B 16* 15* 
024 2411 479 W* 10* 10* -* 14* 11* BwO* K I 16611.119 16 14 13* 


2* 1* tBvorat In 0 30 1* 1* 1* 

40 S8 0o(a Pood 040 1^4 131705 28* <C6* 27* -* 


77* 81* G« Mb hex OOQ 7S « 2 78* 78* 78* 


23 Lee Encarp 075 2S 20 17 


22* 5* Allaan lac 


25* 18* Burt Coat 9 194 16* 18* 18* 

47* 38 Ball Norm ISO 32122042 37* 37* 37* 


14 +* 38* 34* Donrim Rax 2SB 03.18 406 38* 37* 


49* 38* Air Pr Choi 088 £0181149 42* 41 42* +1* 

29* 13* Alrtme ft! 0J0 £1 11 918 14* tf!3* 14* -* 

34* 22*Airgaa fne 27 135 30* 29* 29* -* 

12* 8* Airtasaa x 1.68146 8 50 11* 11* 11* -* 

104 SB* AMPwlie 8.18 11 3 KO* 100* 100* 

25* 21 * AlBPw PIA 200 8.0 11 <03 * 25* 25* 

107102* AMPwS/44 144 10 *100 102* dNE* IQS 41* 


7 180 B* 7* 7* -*[ 42* 33Burtti Raac 070 IS 281222 39* 39* 29* +* 


18 14* Bataan PCI 1.38 8.5 48 44 


- c - 


108 UE* Atab P» 11 
105* 101* AMb P» BP BSD 8.7 


2 104 104 104 

3 103* 1Q3* 103* 


105100* AMb 12BC 828 8.1 ZlOO 102* 102* 102* Mb 7BU CNA Rnl 

11* W* AlaPwOpPI 067 IQ 6 10* 10* 10* +* ZB* 30L CPC fad 

23* 17* AJaafta Air 020 MHO 132 18* 18* IB* w* IB* CPI Core 


37* 30* cai lad Q.48 IS 20 746 32* 31* 32* +* , 1X7 5019 407 3A Ml 

ISO 05® 2*196* ,91* 194* 49* S^{g“ 0^ S "2 ■ U ">i 

* ioPtau. 0.1884S S « 5 dU * SS iS*'S s 

ISO £8171433 & 46? 46* ^ « tl* DAta « G 1.06 12 1® 11* 11} 


* 7* 4* Dorraxr tna 026 4.1 3 78 8* 6 8* 4* 

* +* 47* 35* Danaktaon 0.60 1.4 16 79 43 * 42* 43 +* 

* +* 58 47* Donallay 1.00 IS 19 334 54* 54 64* 

18 +* 43* 38* Dovar Corp 0 84 £1 18 241 4Q* 40* 40* 

®* 51 * Dow Cham 2S0 4.B 293929 57* 86* 66* +* 

34* 24* Dow Jooaa 078 £4 38 384 31* 31* 31* -* 

18* II* DMoay SSL 032 £1 10 14 16* -15 W* 

, .. 93* 68* OPL 7S75 738 8S zlOO u94 94 92 -1 


. 20 16*«WMftl 082 BS 71168 W* dlS* 18* +* 25* 19* Leco Mason 036 IS 8 66 19* dl9* 19* -* 

-* 31* aoexHPi £05 BS II 4 29* 29* 29* ju, 18* Leamd 8 P 044 £1 16 450 21* 21* 21* ~* 

4* 30 30* Green Tree 0.6Q £0 7 281 30* 80* 30* +* £ i. LmStocH 0 61 0.18 018 .’a 

+* 17 TSGrainarEng 024 1 J 19 S 13* 13* M 29* 17* Lamar Crp 012 0817 486 22 21* 21* 77 

14* 8*amOop> 005 04 20 54 12* 1Z* 12* -* 22V 12* Leslay F«y 8 944 14* 13* M* +* 

11* 9* Groadi Spa 0.16 1.8 91 9* 9* 9* 11* 10* L2WW AS x 136 M3 518 10* dW* 10* 

+* 2* 1 * Gn±b 6 El 0 241 1* dl* 1* 31* 20* Lftarty Cp 060 V7 13 72 29* 29* 39* 

-* 27* a* GnatxmnZB £80107 0 28* 26* 28* .37* iiLVerfme 8 448 M* M 14* +* 


22* 17* Grumman ISO 4J5 7 278 22* 22* 22* +*j S3* Liny 


13* 8* Guardatnan 060 *310*zl00 11* 11* 11* 


2J20 3.4 131590 64* 53* 64* 
028 IS 198571 21* 21* 21* 


25* 18* OiteeOepot 7113* zap 
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Dow loses early gains 
despite rate cut hopes 


Wall Street _ 

US share prices edged lower at 
midsession, although the latest 
economic news had earlier 
raised investors’ hopes of 
another interest rate cut, 
writes Patrick Barverson in 
New York. 

By 1 pm the Dow Jones 
Industrial Average was down 
2.14 at 3>28&56 alter a 14-point 
gain at one stage. The more 
broadly based Standard & 
Poor's 500 was up 0.40 at 404.23, 
while the Nasdaq composite 
index rose 0.27 to 228.08. Turn¬ 
over on the New Tods SE was 
101.3m shares by l pm. 

Prices received an early 
boost from the news that ini. 
tial claims for state unemploy¬ 
ment insurance rose by 16,000 
in the week ended June 13. 
Analysts bad been expecting a 
modest decline in jobless 
claims, and the figures 
increased the chances that the 
Federal Reserve might cut 
interest rates one more time to 
boost economic activity. 

Although the Commerce 
Department also announced an 
upward revision in the first 
quarter gross domestic product 
numbers, up from an originally 
estimated 2.4 per cent growth 
to 2.7 per cent, the figures did 
not dampen hopes for a policy 
ease. Moreover, economists 
now believe that second quar¬ 
ter GDP growth will come in 
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he weak enough to digger an - $2014 after a grand jury, which 


interest rate cut. 

Among individual stocks, 
tobacco companies remained 
heavily traded in the wake of 
Wednesday’s historic ruling by 
the Supreme Court allowing 
smokers to use state injury 
laws to sue cigarette manufac¬ 
turers. RJR Nabisco fell %Y* to 
$914 and Philip Morris lost $% 
at $73. 

Delta Air Lines was down 
$% at $53% In busy trading in 
the wake of a $2 bn issue of 
new convertible preferred 
stock priced on Wednesday 
night at $50, with a 21.76 per 
cent conversion premium. 

International Paper rose $% 
to $69% on a recommendation 
from the broking house. Bear 
Stearns. Emerson Radio rose 


is investigating possible con¬ 
flicts of interest among doctors 
who refer patients to lab facili¬ 
ties in which the doctors have 
a financial stake, requested 
certain documents from the 
company. 

Canada 

TORONTO traded in a narrow 
range to emerge slightly higher 
at midday, the TSE 300 com¬ 
posite index rising 6.9 to 
3,346.9. Advances edged 
declines by 210 to 3)6 in vol¬ 
ume of 23.7m shares valued at 
C$226m_ 

The oil sector fell on weak¬ 
ness in light crude oil futures 
and technical analysts’ views 
of farther weakness ahead. 


Accra reaches critical time 
in widening its equity base 

Extensive divestment by the Ghanaian state, and 
new issues are in prospect, writes Julian Ozanne 

A historic event occurred to sell up to 20 per cent of the At the moment the Fore!® 
earlier this month for equity in AGC, in which Lon- Exchange Control Act wouli 
the young Ghana Stock rho. the international condom- prevent foreigners from trad 


A historic event occurred 
earlier this month for 
the young Ghana Stock 
Exchange. Super Paper Prod¬ 
ucts, a Ghanaian manufactur¬ 
ing company, became the 
GSE’s first new listing since it 
started operations in Novem¬ 
ber 1990. 

With blackboard and chalk, 
and a public trading floor laid 
out like a classroom. Ghana’s 
nascent stock ex chang e is lay¬ 
ing the foundations of what its 
officials hope will prove to be 
one of Africa's most promising 
emerging markets. 

Given a current equity capi¬ 
talisation of only C3Ibn ($77m) 
from 15 listed companies, the 
twice weekly call-over of offers 
and bids among the three reg¬ 
istered brokers, acting mostly 
for individuals, appears 
slightly incongruous with the 
GSE’s ambitions. 

But Mr Yeboa Amoa, manag¬ 
ing director of the GSE. says 
that after years of macro-eco¬ 
nomic adjustment and liquid¬ 
ity squeezes the stock 
exchange has arrived at a criti¬ 
cal time: the government has 
deepened its commitment to 
the divestment of more than 
330 state-owned companies; 
and private companies, having 
gained confidence in the econ¬ 
omy, are looking at raising 
money through new issues. 

Meanwhile, low volume and 
the limited number of shares 
in the public float are the mar¬ 
ket’s major problems. 

One of the greatest hopes of 
the GSE this year is that the 
government will agree to its 
proposals to float at least a 
part of the 55 per cent holding 
in Ashanti Goldfields in Accra. 
The government is preparing 


to sell up to 20 per cent of the 
equity in AGC, in which Lon- 
rho, the international conglom¬ 
erate, holds 45 per cent. 

A possible dual flotation on 
the London and Accra 
exchanges has been suggested 
as one likely avenue for the 
divestiture of AGC, which 
posted a net profit of C23.5bn 
last year from production of 
589,452 ounces of fine gold. 
Sixty per cent of the govern¬ 
ment’s holdings in several 
state-owned banks, including 
the giant Ghana Commercial 
Bank, are also due to be 
divested within 18 months. 

Mr Amoa also believes that 
Ghanaian companies such as 
Super Paper Products are now 
beginning to look seriously at 
the GSE as a means of raising 
capital, to expand their 
operations or pay off crippling 
debts. At least three new list¬ 
ings and three rights issues 
are expected within the next 
nine months. 

I nstitutional investors, who 
previously put their money 
into high-interest treasury 
instruments, are also looking 
at the GSE as interest rates 
come down with failing infla¬ 
tion. Furthermore, the GSE is 
hoping to attract, by a nation¬ 
wide media campaign, the esti¬ 
mated C80bn to ClOObn of 
money circulating outride the 
banking system. 

Critical changes in govern¬ 
ment policy, however, are anx¬ 
iously awaited to give the 
GSE the boost it needs. First, 
the government has to make 
either administrative or legis¬ 
lative changes to allow partici¬ 
pation of foreigners and non¬ 
resident Ghanaians in the GSE. 


At the moment the Foreign 
Exchange Control Act would 
prevent foreigners from trad¬ 
ing m shares on the GSE — a 
regulation out of step with the 
government’s stated commit¬ 
ment to foreign investment 
and the protocols it has 
signed with the Economic 
Community of West African 
States (ECOWAS) to allow free 
movement of capitaL 


M r Amoa says: “We 
want the big emerg¬ 
ing markets funds 
and foreign pension funds to 
come here. Our aim is untram¬ 
meled access to this market” 
The second measure winch 
must be taken Is to allow gov¬ 
ernment bonds to be traded in 
the secondary market, and to 
abolish the 10 per cent with¬ 
holding tax on dividends which 
makes government paper more 
attractive than equities. At the 
moment government bonds 
can only be resold to the cen¬ 
tral bank at a discount 
Finally, the members of the 
GSE are waiting for a clear 
timetable of the government’s 
extensive divestiture plans, 
including its plans to sril sig¬ 
nificant shareholdings in com¬ 
panies already listed. 

On an average trading day in 
Accra only 17.000 shares 
change bands. Good quality 
shares in sufficient quantity 
are not available and tire mar¬ 
ket shows some distorted 
prices, such as Mobil Ghana’s 
- trading at two times earn¬ 
ings in spite of having posted 
a 30 per cent dividend this 
month. 

The GSE, however, believes 
its inevitable breakthrough is 
just about to happen. 


Milan hits low on public sector deficit 


to $2% on the news that 
the company had settled its lit¬ 
igation with Fidenas Invest¬ 
ment. The settlement means 
that Fidenas’s nominees will 
not be opposed by Emerson at 
its annual meeting in July. 

On the Nasdaq market, 
Lotus Development plunged 
$4% to $19% in turnover of 
23m shares alter the company 
warned that it expected to 
report second quarter earnings 
between 30 cents a share and 
40 cents a share, well below 
analysts’ expectations. The 
company blamed riower-than- 
expected spreadsheet sales for 
the disappointing earnings. 

T2 Medical dropped $6% to 


BOURSES gave a mixed 
performance yesterday, the 
mixture partly reflecting a bet¬ 
ter start on Wall Street, writes 
Our Markets Staff. 

MILAN fell to a new 1992 low 
in thip trading on news rhstf 
the public sector deficit wid¬ 
ened by 28 per cent in the first 
fonr months of this year. 
Delays in forming a govern¬ 
ment, and fears of new prop¬ 
erty and wealth taxes to help 
plug the deficit also depressed 
shares. The Comit index fell 
2.78 to 466L21 in turnover esti¬ 
mated at near Wednesday’s 
LS49bn. 

The state telecommunica¬ 
tions holding company, Stet, 
slipped L40 to L1.750 following 
Wednesday’s news of that 
plans to reorganise the sector 
hfld postponed until, the 
government was formed. The 
tax fears took L100 off Generali 
to L28.390 while Fondiaria fell 
L793 to 147,697. 

PARIS was lifted by a firm 
opening on Wall Street bat vol¬ 
ume was generated by big 
block trades in BSN, Lyonnaise 
des Eacx and Generate des 
Eaux. The CAC 40 index rose 
20.70 to 1,92044, in turnover of 

ASIA PACIFIC 


_ FT-SE Eurotrack 1QO - Jua 25 _ 

Hourly changes 

Open lOSOem it am 12 pm 1pm 2pm 3pm dose 
1146.60 1146.47 1147.90 1146.42 1148-33 1147.95 1149.10 1148.67 


Day's High 1149.57 


Jun 24 
1145.09 


Jun 23 
1148.49 


Jun 22 
1149.77 


Day's Low 1145.72 

l Jun IS 

T 1154.68 


Jun 18 
1145.88* 


iMakwuaxwioom. 


FFrUJjbn. 

Generate des Eaux ended up 
FFr9 at FFr2499 after 125.000 
shares were traded at FFE2JJ05. 
A block of 140,000 shares in 
BSN was crossed at FFr1401, 
and the stock closed up FFr6 at 
FFEL096. Lyonnaise des Eaux. 
which saw 150,000 shares 
traded, rase FFril to FFr529. A 
block of 153,000 shares in 
Pisault was also crossed, at 
FFr373, as the stock dosed up 
FFTL50 at FFl3733SL 

Michelin rose FFr7 or 35 per 
cent to FFr209.7 ahead of its 
annnai meeting today. 

AMSTERDAM was pulled 
both ways by the higher ofi 
price and weaker dollar. The 
CBS Tendency index finally 
closed up 0.1 at 124.7. 

Royal Dutch gained on the 
oil price, up 50 cents at 


FI 152.90 while Ahold, which 
has large exposure to the US, 
was among the losers, down 
FI L10 at FI 8350. 

Reports of lower CD sales 
was to blame for the 20 cents 
loss in Polygram which fin¬ 
ished at FI 49.30. Philips was 
stronger, rising 50 cents to 
FI 3140 while DAF shed 50 
cents to FI 22JK). Some analysts 
remain positive on the track- 
maker’s 1992 prospects, expect¬ 
ing a substantial increase in its 
UK sales._ 

FRANKFURT eased in 
slightly higher volume as the 
market extended Wednesday’s 
after-hours drop in Daimler. 
The stock dropped a net DM12 
to DM77050 yesterday, but this 
partly reflected its drop to 
DM776.70 late on Wednesday, 
down from an official dose of 


DM795.50, as it went ex divi¬ 
dend of DM13. 

Turnover rose from DMWbn 
to DM55bn as the FA2 fell L14 
to 710.05 at midsession and the 
DAX by 3.60 to 1,76459 at the 
dose. . .. 

Porsche lost some of its 
recent with a fall of DM6 
to DM587 and Volkswagen, one 
of Europe’s best performing 
blue chips this year, closed 
DM350 lower at DM39830. 

Harpener fell DM23 to DM276 
on YEW’S purchase of a con¬ 
trolling stake. Schmalbach-Lu- 
beca, the recently ebullient 
Viag pactaging subsidiary, hit 
a sour note after Wednesday’s 
news that 1992 was proving 
more difficult; the shares fell 
DM48 to DM499. although Viag 
rose DML30 to DM404.70. 

MADRID staged a late rally 
having sunk during the session 
to its lowest level this year. 
The general index closed 1.74 
stronger at 241.73 in volume of 
some PtalSbn. 

Telefonica, which has been 
itvring- ground all weds follow¬ 
ing fresh problems in its pen¬ 
sion fund talks with unions, 
dosed up Ptal5 at PtalJMO. In 
banking. Popular climbed 


pta70 to Ptali.000 while San¬ 
tander gained Pta90 to 
Pta4550. 

STOCKHOLM fell back 
fignin, the Affarsvariden gen¬ 
eral index easing 3 3 to 926.9 In 
low turnover of SRrl96m. 
Astra fell SKrS to SKi5l7 and 
SKF dropped SKr2 to SKrlia. 

VIENNA fell to its lowest 
level for seven weeks on publi¬ 
cation of data which showed a 
rise in monthly inflation. The 
ATX index lost 7.60 to 949.50 
with some analysts saying that 
hopes for an early cut In inter 
est rates had receded. The tey-' 
tile maker, Lenzing, fell Sch3S 
or 42 per cent to Sch888- 

ISTANBUL closed at a four- 
month high on news that par 
Iiameht had approved a tax 
reform measure. The 75-share 
index rose to an intraday high 
of 4,313 before falling back 
slightly, closing up 309.18 or 7.7 
per cent at 4JS91.71. 

The measure provides a five- 
year tax exemption to pension 
funds and life insurance com¬ 
panies on capital gains from 
trading .in stocks and mutual 
funds. 

Cokurpva Elektrik gained 
TL500 to TL6.400. 





Nikkei regains 16,000 level on late buying 


Tokyo 

LAST-MINUTE buying by a 
leading Japanese broker helped 
the Nikkei index recover to 
above the 16,000 mark yester¬ 
day, after Calling to its lowest 
level since October 1986 on 
Wednesday, uaites Bmiko Tem- 
zono m Tokyo. 

The 225-issue average fin¬ 
ished 290.05 firmer at 16,143.72. 
ft registered a day's low of 
15,733.14 in early trading on 
encountering selling by indi¬ 
viduals and companies, and 
rebounded on small-lot buying 
by foreigners and institutions 
to reach a high of 16^1758 in 
tiie afternoon. 

Volume picked up to 250m 
shares from 227m, traders not¬ 
ing US damflud Advances out¬ 
numbered declines by 576 to 
366, with 164 issues unchanged. 
The Topix index of all first sec¬ 
tion stocks unproved 15.13 to 
L24&50, but In London thelSB/ 
Nikkei 50 index ended 257 
easier at 982.14. 

Lower interest rates encour¬ 
aged investors. Bonds rallied, 
with the yield on the number 
129 10-year Issue falling 
from 5.35 to 5.325 per cent. 
Money market participants 
also anticipated lower 
short-term rates, as the three- 
month certificates of deposit 
rate eased to 45 per cent from 
452 per cent. 

Traders said an absence of 
arbitrage selling also sup¬ 
ported the Nikkei. However, 
some sceptics argued that Jap¬ 
anese brokers woe pushing up 
equity prices ahead of today’s 
spate of shareholders' meet¬ 
ings. More than 1,800 compa¬ 
nies will hold shareholders’ 
meetings today. 

High-technology issues were 
sought by foreign investors. 
Toshiba surged ahead Y39 to 
Y633 and Sony Y320 to Y4,250. 
Other blue chips were also 
sought, with Nippon Steel gain- 


SOUTH AFRICA 

DEMAND for blue chips lifted 
the industrial index by 27 to 
4,501 as investors ignored 
political developments to pick 
up bargains. The overall index 
rose 11 to 3,648 but the gold 
index fell 5 to 1,116 on the 
lower bullion price. 
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ing Y4 to Y265 and Nissan 
Motor Y23 to Y558.„ 

Bank issues rose on bargain 
hunting, with Industrial Bank 
of Japan putting on Y70 to 
YL550 and Fuji Bank Y 20 to 
Yl,23Q. Trust banks, on the 
other hand, thought to be fee¬ 
ing a rise in bad loans due to 
extensive lending to real estate 
companies, were weaker. Mit¬ 
sui Trust and Ranking declined 
Y15 to Y630 and Sumitomo 
Trust and Banking Y5 to Y815. 

Misawa Homes plunged by 
its daily limit of Y210 to Y940. 
The stock has lost 35 per cent 
in the past 10 days on rumours 
of growing debts at the compa¬ 
ny’s resort and golf course 
development subsidiaries. 

NTT fell Y10,000 to an 
all-time low of Y58LOOO. “With 
over 15m individual Investors, 
the plunge in NTT will defi¬ 
nitely harm sentiment,” said a 
broker. 

In Osaka, the OSE average 


moved forward 110.26 to 
18,937.12 In volume of 223m 
shares. 

Roundup 

THE strangest feature among 
Pacific Rim markets yesterday 
was Hong Kong, while Seoul 
continued to decBne 

HONG KONG closed sharply 
higher, with the Hang Seng 
index ahea d U3.4 8, or L9 per 
cent, at 6,078.69. Turnover 
came to HE345bn. 

Banks led the way, with 
HSBC Holdings rising HKJL50 
to HER47.25 ahead of yester¬ 
day’s close of its bid for Mid¬ 
land Bank, of the UK Hang 
Seng Rank climbed HK$225 to 
HK549.75, Wing Lung HKJ250 
to HK$6250 and Bank of East 
Asia HK*L25 to HK$35. 

SEOUL set another 4'A-year 
low in spite of hitervention by 
the stabilisation fund. The 
composite Index shed 359 to 


548.30 in turnover of 
Wonl67bn. Falls outpaced rises 
by 592 to 132. 

TAIWAN closed sharply 
lower on profit-taking and the 
weighted index lost 90.07, or 1.9 
per cent, to 4565.01. The finan¬ 
cial sector fell 3.3 per cent. 
Turnover decreased to 
T$35.6bn from T$4LSbn. 

SINGAPORE had blue chips 
in demand. The Straits Times 
Industrial index added 12.64 at 
LS0L35. 

The shipyard sector was- 
actrve, with Sembawang Ship¬ 
yard up 25 cents at S$7B5 and 
Jurong Shipyard gaining 15 
cents to S$950. 

KUALA LCMPUR’s compos¬ 
ite index put on 4.60 to 588.60, 
but Amalgamated Steel Mills 
slipped 8 cents to MS2.76 after 
announcing a rights issue. 

AUSTRALIA closed margin¬ 
ally lower in directionless 
trade. The All Ordinaries index 
dipped 3 j 0 to 1,6445. Tobacco 


issues lost ground on the OS 
Supreme Court ruling that 
companies may be liable to 
personal injury claims arising 
from smoking. Rothmans tum¬ 
bled 55 cents to A$7 20. 

- NEW ZEALAND saw heavy 
trade in Brierley and Carter 
Holt Harvey, while the 
NZSE-40 index shed 2.57 to 
1,530.33. Carter Holt and 
Fletcher Challenge each lost a 
cent to NZ$2.63 and NZ$354 
respectively. 

. BOMBAY fell in very light 
volume as trading resumed 
hesitantly, and some said nom¬ 
inally, after a 10 -day boycott by 
stockbrokers. The BSE index 
dropped 59.48, or L90 per centt 
to 3.08L32. T 

KARACHI built on Wednes¬ 
day’s gains, the 100-share index 
putting on 33.94 to 1,558.07 for 
a two-day rise of 69-46, or 4.7 
per cent, as institutions bought 
fuel, energy and pharmaceuti¬ 
cal shares. 


ARCHAEOLOGICAL TREASURES SEND THEIR, 
MESSAGE OF GREEK MACEDONIA 


It is true that when ordinary people 
refer to Greek antiquity, they usually have 
in mind ancient dues that had played an 
important role in the growth of dvil'ua- 
tion from prehisiorica! up to the classical 
period. Among them, Athens. Thebes, 
Corinth, Sparta, Olympia and other city- 
states of the southern part of Greece, the 
Aegean islands, Crete, Cyprus, west Asia 
Minor and even south of Italy, the very 
well known “Magna Creda" are among 
the prevailing ones. On the contrary 
Macedonia's history comes into existence 
since the glorious reign of King Philip, his 
son Alexander the Great, and his generals 
who ruled over the remainings of the late 
Persian empire, creating the very well 
known and so important Greek centers of 
civilization of Alexandria, Pergamos, 
Antioch of Messopotamia. Nevertheless, 
Macedonia's previous history remains 
quite obscure to common people. 

However, archaeological excavations 
during the last twenty years bring to light 
hu nd reds o f andent Gree k dries, tern pies, 
palaces, theaters and tombs, one of which 
is the famous tomb of King Philip, and tre¬ 
asures of an exquisite workmanship and 
design. Chronologically, they cover die 
most important periods of the Greek his¬ 
tory from the Mycenaean up to the dassi- 
ca( rimes. Their number increases in n 
such a manner, that in the years to come, 
they will very probably exceed those of the 
southern part of the country, which was 
wrongly considered toconstitute the main 
body of Greek antiquity. Therefore, when 
talking of andent Greece, one must have 
in mind its northern pan as well, Le. 
Macedonia. 

The bronze crater of Derveni 

Amongst the most important finds are 
the bronze crater and several other 
bronze vases with an attractive gulden 
appearance. They were discovered near 
Thessaloniki, capital of Macedonia in 
1969. They are ascribed to the 4th century 
B.C., a period during which metal work¬ 
ing technique in Greece had reached an 
amazingly high standard of perfection. 

The large crater, a unique masterpiece 
of andent Greek art and technology, nas a 
height 90 cm. and an approximate mass of 
40 kg. The base, the four statuettes, which 
lie on the crater's shoulder, and the two 
heavy handles are cast, while the whole 
main body with the fine relief decorations 
is forged. 



Its golden colour, which led archaeolo¬ 
gists to believe that it was gold plated, is 
due to an unusual high tin content (15%). 
It is surprising how andent Greeks had 
shaped a so hard copper - tin alloy into 
such a large vase and, what is more, they 
had decorated its main body with high 
relief decorations. 

On the other hand. X-ray investigation 
led to the unexpected conclusion that this 
huge crater was from bottom to the mid¬ 
dle of its neck a one piece vase. At this 
point exists the sole welding zone between 
the main body and the upper part of the 
crater. Just above the welding point some 
small in size wild animals seem to walk on 
an irregular ground. In this way, the artist 
has, actually, succeeded in hiding the 
rather rough welding. 

Macro and micro examination and 
experimental work showed dial the crater 
would have been produced by forging, 
while the smaller bronze vases either by 
forging, or on the lathe or, finally by a 


combination of both of them. In fact, 
some of the small \ases possess signs of' 
spinning on the lathe. 

Anyway, the above study has largely 
contributed in assessing the achievements 
realized by andent Greeks in Macedonia „ 
during the 4th century B.C, and has fed . 
to the condusion that throughout this - 
period Creek art and technology had, 7 
actually, reached a climax of perfection; 
and, what is more, Macedonia the hew 
Greek super power that has succeeded 
Athens after hs dedine constituted pan of . 
the andent Greek world and a continua¬ 
tion of its civilization. 

Prof. Dr. George J. Varoufakis 
Head of the Research and Quality 
Control Department 
of HALYVOURGIKI INC.' • 
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